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Who knows what 
the future holds 
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British Aerospace's new Experimental Aircraft — EAP — is as 
revolutionary in the 1980s as the Spitfire was in the 1930s. 

its design technology is at the frontiers of knowledge to achieve 
levels of aerodynamic agility and pilot control not previously 
considered possible. 

EAP will prove much of the technology for Europe’s New Fighter 
Aircraft Programme — Eurofighter — which is soon to be built by 
British Aerospace and its partners for service in the mid 1990s. 

Some 800 Eurofighters are needed for the defence of Europe 
demanding a work commitment from British Aerospace well into the 
twenty-first century. 

Such a project will require experience, skill, and vision — the very 
qualities that helped British Aerospace create the world’s most 
advanced range of military and civil aircraft, spacecraft and guided 
weapons systems. 

Spitfire and EAP might be generations apart but the pedigree is 
the same as is the foresight to provide for whatever tomorrow 
may hold. 


BRITISH AEROSPACE 


_- i Where 
we belong 


British Aerospace plc, 11 Strand, London. 
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In Maui a woman hangs suspended 
in the Pacific depths, eye to eye with the 
great humpback whales of Hawaii. 

Intent and unafraid, Dr. Sylvia Earle 
never turns from a challenge. 

Dr. Earle is a marine biologist, ocean- 
ographer and botanist. The sea is her 
element. Here she 
has spent more 
than 5,000 hours - 
just over 200 
days - exploring, 
observing, search- 
ing for ways to 
conserve marine 


CONFRONTATION WITH A HUMPHEAD A 
WRASSE IN THE RED SEA. life. 





Since leading Americas first team of 
female aquanauts, leadership has been 
Dr. Earles lot. 

She has directed or participated in 
more than 40 expeditions. Few have spent 


Pacific Ocean and the Red Sea. Diverse. 
And deep. Of a dive that took her 1,250 
feet down to the floor of the Pacific, Sylvia 
Earle said, “The light was faint but, 
when my eyes adjusted, 

the world I saw was 


incredibly beautiful. Aquanaut Sylvia Earle 


I wandered through ; 

ieldsofcora The probes earths other space. 

bamboo corals 

spiralled up like whiskers and, when I . life. Today she researches meth- 

touched them, rings of light pulsed up - ods of ocean conservation. She 

and down between base and tip”. ^ - rallies support for the endangered 
But not all her fame has been 7 whale, catalogues underwater life 

achieved submerged. She has lec- and creates i 

tured in 30 countries and written AÁ vices in which 

more than 50 articles. She is also f, to explore vir- 

authoress of the National Geo- gin sea worlds. 





DESCENT OFF HAWAII IN THE JIM DIVING SUIT. 













graphic book, Exploring the Deep For the life 
Frontier. she leads, no won- 
The embodiment of the ad- der Dr. Earle relies 
venturous spirit, Dr. Earle is com- on a Rolex. UNDERSEA VEHICLE 
mitted to preserving the seas and W The accomplished make no 


ardent in her defence of marine ROLEX compromise with excellence. 


THE ROLEX DATEJUST CHRONOMETER, MEDIUM SIZE, IN STEEL AND I8CT. GOLD. ALSO AVAILABLE IN 18CT. YELLOW GOLD OR IN STAINLESS STEEL. 
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10 Steady as as israel goes 
11 Why sterling j jumps. around 
12 Sit. vac. at the IMF 
12 Market rates for state pay 
15 Pop cheaper pills 

16 Red Cross: Carry on, nurse | 
21 The summit: So near and yet, alas, so confounded! 
Concessions; Reactions in America; Battle for Eu 
Iceland 
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| :Socialists, | page 56, Pakistan's S 
| Benazir Bhutto, page. M 


























Hard luck, try again 










Business, finance and science 


73 Business this week 3 | 
75 World Business: When will Italy' industrial petris 
loosen their grip?; Japanese rice; Hanson Trust; Compa- 
_— nies’ suppliers; Malaysia; Argentine gas; Sam Walt 
Dear Bri itain pee: American magazines; British mail order; Television sh 
5 The yoy! to get rates down, ping; American sanctions; EEC economies; Roux brother 
| » 86 Schools Brief: A regulatory overdose? j : 
89 Finance: Chinks in the Chinese wall between banks a 
brokers; Japan's Article 65; Bank of America; Spai 
stockmarket; British & Commonwealth Shipping: Inte 
dealer brokers; China's financial markets Et 
95 Science and technology: The future. belongs: tot 
1 photon M : 
115 Economic and financial indicators: Qutput, prices, jol T 
commodities, bourses, interest rates, trade; currencie. 
plus a closer look at life expectancy and a banking - : 














































America's elections | | 
The fight in Florida, page 43, is ` 
cleaner than in South Carolina, 















Books, a arts and letters 


: 99 Books and arts: Are chimps born free, but UR 
z008?, The Booker prize; Florence's new town; Sculptu 
Florence; du dd | 
6 Letters 
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Bangladished 

Made poor by politics, page 
25. Surging into Heathrow, 

| page 69. 


.| Family businesses - 
. | Revolution postponed at - 

| Montedison, page 75. The. NH 
| Roux brothers, page 85. Sam: 
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Does Belgium exist? 
| You ‘increasing! die wou ad t think 




























































- t George Galloway's let- 
n Nicaragua (September 
1s unfortunately typical of 


died by supposedly non- 
T redeat and _ other 


finance the latest interna- 
ional propaganda campaign, and 
utes anti-American leaflets 
'aragua. 
s campaign also specialises 
in the distortion of facts and tun- 
ision so evident in Mr Gallo- 
y's letter. The reason the revo- 
ion in Nicaragua in 1979 
received such wide popular sup- 
port is, as Mr Galloway must 
know, because the Sandinists 
purported to be in favour of dem- 
Ocratic government, a mixed 
momy and non-aligned status. 
nce it became clear that this 
s simply a tactic for attaining 
power, many of those who sup- 
ported the revolution became op- 
ponents.of the regime. This in- 
ludes the current — political 
leadership of the contras. 
— War on Want condemns the 
actions of the contras but remains 
ilent on the human-rights viola- 
ions perpetrated by the Sandin- 
sts against opposition within Nic- 
aragua, now well documented by 
Amnesty International and the 
International League for Human 
Rights. Instead, Mr Galloway 
and his associates continue to 
perpetuate the myth that the San- 
-dinist government is democrati- 
lly elected, when power in Nic- 
ragua is clearly situated in the 
rship of the FSLN. 













I. D. TURNER 















a a British citizen living in 
agua; | found your leader 
ember 6th) highly offensive 
glib recommendation of 
ed “military harassment 
sandinist regime" as being 
st interests of the Nicara- 
eople. 
suppositions about the 
rity of the Sandinists, 
, seemingly, on the “guess 
me observers” are prepos- 
s. This summer, 80,000 ci- 
a made their way to a re- 
e northern town to celebrate 
anniversary of the revolution . 
a 
ions e sewhere. That is à 





























































+ more. attended 


on of pro- 





government militants in an adult 
population of only lim. Would a 
similar proportion of the British 
population turn out in support of 
any government? 


Boaco, 
Nicaragua NICHOLAS YOUNG 


ka 


Free to grow? 

SiR—You argue (September 
20th) that political dissent (in 
South-East Asia) creates the cli- 
mate for political growth. 1 am 
not sure that South-East Asian 
countries would readily swap po- 
litical structures with, for exam- 
ple, Australia, to.cite one democ- 
racy in some difficulty. 

Port Moresby, 

Papua 

New Guinea 





. DAVID HUTCHINSON 





Education 
SIR—Mr Norman Macrae (Sep- 
tember 26th) appears to believe 
that the "capitation fee. model" 
for schooling is different from, 
and preferable to, the. voucher 
system, because the evidence of 
the Alum Rock voucher system 
demonstrates: a) that awful 
schools were not completely dis- 
banded; b) that poor and igno- 
rant parents are not always 
good at choosing schools. In 
fact, the Alum Rock experi- 
ment was not à voucher system 
in the full sense. Private schools 
were not permitted in the pro- 
gramme and, because of politi- 
cal considerations, the worst of 
the public-school participants 
were not allowed to go bank- 
rupt. Will Mr Macrae's capita- 
tion fee system allow the bank- 
ruptcy of the inferior schools? 
If so he is speaking, in effect, 
of a voucher system. 

The objection that poor par- 
ents are not good choosers, if 
valid, applies to both the capita- 
tion and voucher systems. But 
the objection. appears to be an 
assertion rather than a re- 
searched fact. Naul and Uchitelle 
bu "Family Choice in School- 

ing", ed. Michael E. Manley- 
Casimir 1982) studied choice in a 
small metropolitan area in Amer- 
ica where parents were given the 
right to place their children in 
one of two adjacent schools dis- 
tricts. These parents were found 
to be significantly better in- 
formed about potential schools 
‘than were parents. living in “des- 
ignated zones” (no choice per- 
mitted) tm in who could 









principals, making repeated visits 
to the school, and attending 
planned school functions before 
registration. The parents learned 
about the level of strictness of the 
teachers, the reporting system in 
use, and the type of administrator 
the principal was. Such evidence 
suggests that choice is a dynamic 
function of the ability to choose. 

The initial lack of choice that Mr 
Macrae refers to is presumably 








more of a transitional problem. 


The capitation: system is not 
new. It was the major method of 
government intervention from 
1833 to the end of the nineteenth 
century. Public funds were then 
channelled by the Committee of 
Council and were allocated as 
subsidies. to private schools on 
the basis of enrolment. Tuition 
fees also contributed to the total 
costs of course: but there is noth- 
ing in the capitation fee or vouch- 
er system that precludes them. 
This reminder that the capitation 
fee method is an-old one shows 
that the twentieth century has no 
monopoly of Wisdom in these 
matters. 


Ottawa... Epwin G. WEST 





From the inside 

SIR— You suggest in your review 
of Mr R. Foster Winans's book 
(September 27th) that the Wall 
Street Journal's “Heard on the 
Street" column, which I worked 
on at the same time as Mr Win- 
ans, has little impact on the mar- 
kets, If that were the case, how is 
it that the traders in the case 
managed to make so much mon- 
ey from pre-knowledge of its con- 
tents? Is the bunch at the newspa- 
per "something nasty out of 


Dickens"; or has your reviewer 


accepted without question a self- 
: portrait by Mr Winans, a 
convicted criminal and admitted 





liar? 


„As for the Journal's having . 
“zeroed. in on" Mr Winans’s 
spousal relationship with Mr Da- 
vid Carpenter, how else to handle 
it? Their link. was vital in the 
chain. Early in the newspaper's 
investigations (which I helped as 
a reporter), it was known only 
that Mr Carpenter—not Mr Win- 
ans—had received any money 
from the scheming traders. A 
close reading of the book would 
have told yon this. 






|. GARY PUTKA 


x. - from more than OG prexidenti 


| ing oe feapherk and.” terms (Letters, September 27th’ 


My concern is the corruption c 
political power, whatever the ol 
fice. A two-term limit applied t 
Mt Carpenter. would have result 
ed in his retirement two year 
ago. | 





Los Angeles, | 
California _. JOHN ACKERMA 
Up a gumboot 


SIR— Please tell your special cq 
respondent in Uganda (Septen 
ber 20th) that the “cheap gree 
wellies” are produced in Ugandi: 
not Taiwan. 





Kampala, i 
Uganda D. S. CAMPBE 
Zimbabwe's press 

SiR—Your correspondent i 


Zimbabwe reported (“Homi 
sick", September 20th) that th 
Mugabe government “has not n; 
tionalised any enterprise í 
importance.” 

Is it not true that the press hi 
been effectively nationalised t 
the government of Zimbabwe 
Does this not count as an impo 
tant enterprise; indeed, or 
whose nationalisation is more sij 
nificant even than the value « 
the shares outstanding at the tir 
of the takeover, regardless of tł 
compensation offered? 
Washington, 


DC TuoMas O. MEL 









(2! JY) The Economist 
' Intelligence Unit 
Latest EIU Special Report No 1067 — 
The Lebanon 
Conflict 


POLITICAL SHIFTS, REGIONAL IMPACT 
| AND ECONOMIC OUTLOOK 


Is a final showdown in Lebanon in the 
offing, brought about by a dramatic 
combination of regional and local 
events? What would be the 
implications, political and economic, 
of a possible power-sharing 
agreement? This report evaluates 
potential outcomes of the conflict in 
the context of Lebanon's unique 
structure and regional role. it looks at 
what is involved in reconstruction and 
the likely cost. 
Price: UK & Europe £75; North America 
US$148; Rest of World £78. 
The Economist Publications Ltd 
Marketing Department (EPT) 
40 Duke Street 10 Rockefeller Plaza 
London WIA 10W, UK — New York, NY 10020, US 
Tel: 01-493 0711 . Tet: (212) 541 5730 

























Mid eran y member st o GOTE NOIRE) vies pe | dbi, [p ! 
cip omis recede, veia cere tel, lager iri b lesse ` 
Norway, Portugal, Saudi Arabia, Spain, Sweden, Switzerland, UAR, UK, 


Kuwait, Netherlands; 
USA, Yugoslavia) for the following positions: 
(1) ECONOMIST (four positions) 


Functions 
(a) esearch work in one of the following fields: 
i. Construction and e ot maroeconomic models for analysis and forecasting 
economies: 


on African positions). 
it ral development issues relevant to the development policy functions of the 


one 
Hi, rll se tine and commodities as thay relate to economic develop 
ment in Africa and to the development policy functions of the Bank (one position). 


(b) Participation in preparation of the Bank's policy papers and key economic publications. 


Qualifications 
PhD or exceptionally MA in Economics with specialisation inrone of the 


foliowing: 
9 i Macroeconomics and strong Saaros i in quantitative methods of economics. 
of use of formal empirical models in analysing macroeconomic issues issues will be 
preferred. 3 
Il, Agricultural Econornics. 
fil. international Trade and/or Finance. 
iV. Econormetrics and Macroeconomics. 


(a) These are senior professional positions and therefore the candidates likely to be 
successtul should have substantial professional 


alification. 
Demonstration of ability to write level olessional paper. 
D Demonstration ab t ae albi doi of macroeconomie models applicable to 


Prefer sein tech aod ROUND E E PNE 
will be acceptable. 


Remuneration 

The African Development Bank offers a competitive tax-free salary packa vadam 

upon the qualifications and experience of a candidate. Fringe benaf ee Kranar 
Uns and educational allowances, life insurance, medical benefits, and travel 

pe ente Par sell and Geni 


ipiis goths tute vitae should be submitted by 31 October 1996 to: 
fool te there Aen Development Bank o1 BP 
1597. Di bidian OF 101. Republic of Cote 


CONSULTANTS 


£27-£35k [salary + bonus) + car 


Doctus Management Consultan Ltd has over 100 full 
time professional staff working on p improvement 
rae nments for blue chip and medium sized companies. in 

rporate Strategy and Marketing Group our role is to 

out a fundamental analysis of the client's business — his 
d etsathome and abroad, technology, competition and 
resources — and to recommend the appropriate strategy. We 
then work with the client in implementing action plans. 

Our need is for strategists who can manage client 
assignments, Highly developed skills as a corporate strategy 
consultant, marketeer or business economist and a record of 
achievement in well managed companies are essential. The 
ability to evaluate financial statements and a keen awareness of 
design and new technologies are also highly relevant. 

initial earnings, with bonus, are likely to be between 
£27 —~ £35k plus car. Relocation is not required. 


We would also like to hear from experienced Marketing 
Consultants as potential Associates to carry out ad hoc 
Signer for which an in depth industry knowledge or 
specialist skill is needed, for example in industrial marketing 
research, product development, distribution OF sajes 
management. 


Applicants are invited to send theirC. Vin strict. confidence 

to Christopher Ley-Wilson, London Manager. 
Doctus Management Consultancy Lim 

Centre london Wr ford St 

“hondor | 
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Bringing folures into DERRY €. 
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| Challenging career 


Icommunications and 


communications business and, 


| Cablevision, a major force in cable 
television. 


Accountant who will report to the 


| Pergamon H Holdin ; Limited, 
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opportunity in a major 


information group 


Chief Accountant 


c£30,000 + Bonus + Car Oxford 














































Pergamon Holdin Limited with 
its sister companies The British 
Printing and Communications 


Corporation plc and Mirror Group 
Newspapers Limited is a major force 
in the information and — 


through its subsidiary Rediffusion 


A vacancy has occurred for a Chief 


Finance Director. This person will be 
responsible for balance sheet 
ve aie and financial control 

ay an important part within 
on im management team guiding 
the business. ^. 

We seek a practical and tae 

Chartered Accountant wi 
significant post qualification 
experience and with leadershi 
ability. Aged between 28 and 
must have a proven track record 
with a media or marketing 
orientated organization. 
The company offers excellent 
salary and benefits package and most 
of all the chance to join oa ofthe 
world’s leading groups in the 
communication and information 
business with well laid plans for 


you 


continued expansion throu 
rganic uds and acquisition both - 
at hoes ane and abroad. | | 
Candidates should apply in 
writing with full cv and present 
salary to: 
The Ch 








Hall | 
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NOT IN INTERNATIONAL BANKING 


The Dutch have a worldwide reputation. For being 
good, astute businessmen. Were proud of this. But we 
also know that it's just not enough. Not in the world of 
international banking which grows daily more complex 
and sophisticated. 

Today, AMRO has an international banking 
capability precisely tuned to institutional, commercial 
and corporate needs. Indeed, we are built around 
them. | 

Why not get in touch and test our competitive edge. 
We've got all of the Dutch business virtues as well. 
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If Theory A about what Mr Gorbachev was up to at 
Reykjavik is right, the failure in Iceland was a mere 
stumble on the road to an agreement between him and 

"ir Reagan. If Theory B is right, that road.is now 

ocked, and Mr Gorbachev is marching off to a 
different goal, which is to try to break Western Europe 
away from America. 

Theory A, the kindly one, is that Mr Gorbachev went 
to Reykjavik i in the genuine hope of striking an arms- 
control deal with Mr Reagan, while of course wanting 
to get as tight a grip as he could on Mr Reagan's 


Strategic Defence Initiative; but he misjudged how 


much he could get on SDI, and so the two men's 
stretched-out fingers never quite met for a handclasp. 

In favour of this view is the fact that Mr Gorbachev 
offered some Russian missile cuts that would have given 
Leonid Brezhnev apoplexy, and that most of the 
Russian team looked distinctly glum when the collapse 
of the talks had to be announced. If this theory is 
correct, the search for a suitable compromise on SDI can 
and will be resumed. Both sides have already moved a 
fair way from their starting-positions on star wars. They 
can still strike a deal, provided Mr Gorbachev accepts 
that the search for an anti-missile defence may be 
O down but cannot be prohibited. 

Theory B is more sinister. This holds that Mr 
Gorbachev had given up all idea of a deal when he went 
to Reykjavik, and set out instead to prepare an 
elephant trap into which Mr Reagan duly plopped. The 
missile concessions were the bait. The camouflage was 
the fact that the Russians had sounded pretty noncha- 
lant about SDI before Reykjavik. The trap claimed its 
victim when Mr Gorbachev explaines that everything 
else depended on America accepting his SDI terms— 
even an agreement on medium-range missiles, which 
Mr Gorbachev had previously said did not depend on 
SDI. Leaving Mr Reagan. trumpeting. in the pit, Mr 
Gorbachev is on this theory now waiting for voters in 
.the coming German and British elections to vote for 
left-of-centre parties already tinged with neutralism. If 
they do so vote, Mr Gorbachev may be hoping, the 
American reaction to the rise of neutralism in Europe 
i vill be either a leftward panic that ejects Reaganism 
d £5 SDI or (just as good for Mr Gorbachev) a nationalist 
panic that pulls Am 


die uat ican troops out of Europe. 
f d Kk Theory, B were true, it would indeed | be an 


























.failed—meaning if America did not dump SDI 


conscience and nerves. At the moment it : 


indictment of Mr Reagan’ s rush to Reykjavik, 2 and hi 
decision to push his.advisers into one of those midnigk i 
to-dawn bargaining sessions that almost always en 
with a hangover. But in fact Theory B still looks the less 
likely, for the good practical reason of Mr Gorbache s 
budget-making timetable. | 

By some time next year, Mr Gorbachev needs o 
know whether he has to feed a lot of extra militar 
spending into Russia's current five-year plan, w 
began this year. If he were following Theory B b 


Europe declined to slide towards neutralism—he would 
have come a cropper. His missile-production lines and 
his own star-wars work would then. need billions of 
extra money that he would rather put into the civilian 
economy. His authority in dealing with Russia's suspi- 
cious conservatives would be weakened by having to 
admit that his bargaining with Mr Reagan had yiel ed 
nothing. Theory B requires a gambler. Mr Gorbache 
a bold man, but he does not look like a gambler. __ 


How to keep him on the right track 
If Mr Gorbachev returns to the search for a deal v w vith 
America, on the other hand, he knows that he can 
least delay the arrival of the anti-missile era, and so 
spread out the extra spending these weapons requir 
He is likelier to stick to this sensible line if people in 
America and Western Europe do not let themselve: 
panicked by the failure in Reykjavik. And. pub 
opinion in the West will be less likely to panic 
Reagan administration will at. last. explain wha! 
point of the Strategic Defence Initiative is. 
. Mr Reagan’s own Disneyland explanation- 
wars can mae it Ap cd to. nee a any m 


friends o or an to. witch the television or 7 
“theory of deterrence”, I 








e s | i that t disiccracies find it harder than’ dictator: 
go on threatening the unspeakable. 

nti-missile system which could stop even a 
r a third of a flight of incoming warheads 
tart to change all this. It would make a potential 
that much more hesitant, because it would 
hat much unlikelier that he would be able to 
roy his victim's power to strike back. The nuclear 
ion would fade. If anti-missile weapons were 
d to limits on the number of attacking missiles each 
juntry was allowed to have, set by international 
'eaty, the nuclear temptation would fade to almost 
Zero. Arms control is good; arms control plus SDI is 
even better. This is how nuclear missiles, so long the 
centrepiece of military planning, can be relegated to the 
margin. They can never be disinvented; but they can 
- cease to be the ultimate, unanswerable weapon. 

..- Of course, even a non-Disney anti-missile shield may 
never come about. The technologies have to work: the 
zap must zip to its target fast enough and straight 


































device neëded to opi it. Bute even a on -j (ative chance 
of an anti-missile system passing these tests means that 
SDI should continue, because it is a chance of removing 
nuclear weapons from the throne of absolute power. 

In fact, the chance is probably better than one in five. 
Our article on the advent of photonics (see pages 95-98) 
suggests that today’s high tech is tomorrow’s steam 
engine. Lasers are likely to be part of the next 


generation’s everyday equipment. Science does not 
come to a halt for the convenience of politicians in a 
tangle in Iceland, and the power to create a nuclear 


explosion was not science’s last word. 

President Reagan should spend the next few months 
saying these things to his allies, and to the Russians. To 
the Russians, he should add that he is willing to accept 
rules for the pace of SDI research and testing which v 
ensure that Russia does not enter the anti-missile i... 
too long after America. The negotiating room in 
Geneva will stay open. Unless Mr Gorbachev is that 
improbable Theory B man, he will come back to talk. 



























Israel’s experiment in power-sharing is on the edge of 
the big test: power actually changing hands. Unless 
Labour’s Mr Shimon Peres is applying for the Chutzpah 
Prize of 1986, he is about to yield the prime minister’s 
job to Mr Yitzhak Shamir of Likud. He will hand over 
an Israel in far better shape than the one he inherited 
from Likud two years ago. Will Mr Shamir’s return 
bring the bad old days back? 

. Probably not. In 1984, Israeli troops were hunkered 
down in Lebanon, inflation was heading towards 50076 
year, and any talk of peace was in deepest freeze. 

ow Israel is (virtually) out of Lebanon; inflation has 
Imost) been tamed; and the peace hope is thawing (at 
ie edges). These are incomplete achievements, but Mr 
mir tampers with them at his peril. Most Israelis are 
to have left Lebanon and. hyper-inflation behind 
|. With an eye to the next election, Mr Shamir will 
to look like a: vigorous leader. But he cannot 
epart very far from the path mapped out by Mr Peres. 


ty won't be easy 

hamir will have a Labour-Likud: cabinet i in which 
y plum jobs are still with Labour. Mr Peres 
mes foreign minister; Labour's Mr Rabin remains 
nister of defence. But even without these watchdogs 
s elbow, Mr Shamir would have little enough room 
nove. Most of his skills will be needed simply! to hang 
| what Mr Peres has achieved. 

e Lebanon. Likud insists that Me invasion it 


Steady as Israel goes 


_ Yitzhak Shamir will do most for his country by changing policy least 





launched in 1982 was worth the 600-odd Israeli lives it 
cost. The war evicted and split the Palestine Liberation 
Organisation. One wing, under Mr Yasser Arafat, now 
languishes in remote camps far from Israel's borders; 
the other is firmly under the—for now—restraining 
thumb of Syria's President Hafez Assad. But Israel's 
dream of installing a friendly Maronite government 
Beirut has collapsed, and Mr Shamir will win no odi 
by exposing weary Israeli soldiers to Shia suicide- 
bombers once again. 

In Lebanon, therefore, expect continuity. If Mr 
Shamir can keep the northern border quiet by relying— 
as Mr Peres did—on Israel's slender buffer zone and the 
Christian militiamen of the South Lebanon Army, he 
will do so. That "if", mind, is growing bigger. In 
September, Israel made a show of massing troops on 


the border in order to ward off attacks on the SLA by the 


Iranian-backed gunmen of Hezbollah. If Hezbollah's 
raids resume, Mr Shamir will use the same sabre that 
Mr Peres rattled. 

Expect continuity, too, in economic policy. The 
successful stabilisation plan introduced in 1985 was 
genuinely bipartisan—the finance minister then was 
Likud's Mr Yitzhak Modai—even if voters remember 
mainly that Mr Peres was the man at the top when 
inflation tumbled to a manageable 20% and Israel 
notched up its first-ever external current account sur- 

us. But th easy victories have now been won. To take 
in atiónary ove further, Mr - Shamir oue 



























ries—Labour and Likud are as far apa rt as i ever. 





Trojan horse, not biblical heart — ug 
Because Mr Peres believes that Israel must one ides gi give 
up some, at least, of the land it occupied in 1967, he has 
blown away a little of the frost that settled on the peace 
process after the Lebanon war. He visited Morocco in 
July for talks with King Hassan, and Alexandria in 
September to meet President Mubarak in the first 
Egyptian-Israeli summit for five years. Both meetings 
lifted hopes. But, for a proper thaw, Israel needs to do 
business with another set of Arabs: not just Hassans 

1 Mubaraks but also Husseins: and Arafats (or 

afat-replacements)—leaders who hold some sway 
over the Palestinians of the West Bank and Gaza. 


the fifth time since the beginning of last year. Over the 
same period, rates in America, Japan and continental 
Europe have been falling steadily. British policymakers 
may be able to convince themselves that it is the rest of 
the world which is out of step; 56m other Britons will 
reply, teeth gritted, that their government's monetary 
policy has become a crude masochism. 

The trouble began when the money-supply statistics 

'came badly distorted by structural changes in the 
tinancial system, which meant that the government 
could no longer rely on the monetarist nostrum of 
keeping monetary growth slow and stable. It decided 
that the surest way to restrain inflation was to support 
the pound's exchange rate; and the surest way to do that 
was to raise interest rates when the pound was under 
pressure. These became the official policies, announced 


with the same earnest nerviness that a naked man at a | 










vicarage tea party. might use | to describe the splendour 
of his fig tree this year. Ther nds a Himit to the size of afig 
leaf, and it isn't big 7 gh. A 





The present Bri ish h policy might have some justification 
if; by shif ing. interest rates around at will, it manages to 





, keep sterling steady, either in nominal. or real terms. It . 
-doe : 





esn't: during the. past seven years the pound's nx nomi- 
wren value h S oet ) 
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ies counts oa the l rit of the sp ed territo- jan holding his hi d. eo 


Why sterling jumps around 


oning the European Monetary System is the surest way 
to a calmer pound and lower British interest rates 


Banks in Britain have just raised their interest rates for 


having fairly steady exchange rates and als rela 
















returning the Sind. Me Sha to "Egypt is is in no " 
ep ee for p Nat € on Ad Mest Bank, 


of vel agreement with "Labour t to bso up » the £ pace 
Jewish settlement on the West Bank and slow down th 
recent efforts of Mr Peres and King Hussein to foste 
the emergence of local Arab leaders who can speak 
the Palestinians. | | 
Please understand, Mr Shamir, why your instincts are. 
wrong. The 1m-plus Palestinians of the West Bank and. 
Gaza, under Israel's occupation for 19 years, show no 
signs of accepting it for ever. Leaderless Arabs don't 
fade away; they simply become more desperate. — 
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prices have buffeted petrosterling. But oil has always 
mattered less to Britain’s economy than to Norway’: 
and the krone has not jumped around so much. 

Sterling's instability has gone with British inter 
rates that are not just more volatile than those el 
where but also, on average, higher. This points to 1 
real flaw in the British approach, because higher-th. 
average interest rates mean that Britain loses all i 
advantages that the anti-inflationary zeal of Mrs. 
Thatcher and her ministers should have won for it. 
Look at these figures for Britain, France and Haly: 

















Average in ation Latest 12-month Latest bond Latest 3-month 
inflation % yields". = money mark 
Britain — 6.8 24 .— 10.52 10.97 
Frame — 8.5 20 . 8.13 7.63 
italy — 13.0 9 l 175 









Just a few years. ago, | 
Italy, with a budget defi ficit jt equal io ) 1496 c o 3 
happy-go-lucky record on inflation, would in 
able to have lower interest rates on its lon 
government bonds than Thatcherite. Britain. TI 





the European Monetary System gain ty Vi 
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Id ie vulnerable to pre-election 
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sk about a Japanese candidate to 
UCI eed Jacques de Larosiére — 



































replace Mr Jacques de Larosiére as managing director 
f the IMF after December: Mr Onno Ruding, the 
Dutch finance minister, or Mr Michel Camdessus, the 
overnor of the Bank of France. Either would be all 
ight, but the Fund deserves better. For the past 23 
ears its top man has been either French or Dutch. If 


ropeans, it runs the risk of appearing exactly as its 
cs say it has always behaved: unimaginatively, to a 
01 ula. Why not a Japanese instead? 

nce the IMF and World Bank were founded at 
etton Woods in 1944, the top job at the Fund has 
jays gone to a European, that at the Bank to an 
ierican. This share-out of jobs was a fair reflection of 
he world of the 1940s and 1950s, but Japan has since 
ome from nowhere to be the world's third largest 


a bit like asking a king to chair a Rotary club. — 


reditors to lend more and debtors to deserve: more. It 





is with the commercial banks that must provide 


S. This makes a Japanese a sensible choice. 


Aj pui E itain' ' public se 


70 servative government hast been em 
essful at holding the line on public-se 
nter has had its discontents: water w 

; ig servants, miners; deos 











Europe' s finance ministers are divided over who should 


he Fund goes for yet another one of these charmed 


conomy and its largest creditor. The top post it had. 
and still has) at the Asian Development Bank now 


t the IMF, the managing director enjoys a varying: 
mixture of influence and power. With monetary reform 
xciting little interest outside the universities, his main 
ole recently has been to act as a mediator, persuading | 
ires a thick skin, diplomatic skills and close rela- 
of the money for the third-world debtor coun- 


apan S ds billion-a-year current-account surplus 










she ‘is now the only cautious one. As s 
e British xe is the unripe victim. 
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makes it the world's ies source of Pus: its banks 
are now the world's largest. Fortunately for them, their 
international surge came late enough to miss the wor: 
of the madcap lending to Latin America, though the, 
still hold a big slice of third-world debt. If new money is 
to go to the developing countries, as debt or preferably 
equity, much of it must come from Japan. A Japanese 
managing director at the IMF would not guarantee it 
would do so, but he could help. 

Japan. keeps its head down in international institu- 
tions, sometimes out of meekness but usually because it 
sees no advantage in sticking its neck out. It would not 
be so rude as to grab the job from Europe. But Europe 
and the United States, if they are serious about getting 
Japan to accept the responsibilities that its size should 
dictate, could invite a Japanese to step forward. They 
would have three main candidates to choose from: Mr 
Toyoo Gyohten, the finance ministry's top internation- 
al bureaucrat, who spent several years at the ADB; the 
rather innovative Mr Shijuro Ogata, recently moved 
from the deputy-governor slot at the Bank of Japan; or, 
from the private sector, Mr Yoh Kurosawa, deputy 
president at the Industrial Bank of Japan. 

Japan's desire for international acceptance—-and foi 
more votes in international institutions—would be 
satisfied if it went beyond its recent offer of a $3.6- 
billion loan to the IMF and put forward one of its- 
brightest stars for an international role. If nothing else, —— 
a bid for the job nów would put down a marker for 7 
when then next t European decides to go home. i 
















" in the private s sector. Yet this is not a 
Indeed, | it is a. a i3 at all Since 
















From the Statement by 2 
Rudolph Agnew, Chairman 





A sparkling performance by ARC and: solid p progress. de 


by most of our mining interests. 


The potential growth of Gold Fi iekds of South Aftica 
is immense. | hope thata sensible, peaceful route- 
can be found to power sharing arid that Gold Fields 
can continue to play its part in the longterm 
development of the Republic. 


Over the last five years ARC has spent £180 rüillion 
acquiring reserves and expanding production. 
During the same period Gold Fields Mining 
Corporation has discovered 4.5 million ounces of 
gold and should produce some 9 tons annually by 
1988, 


The Newmont copper problem hai disduised.- 


impressive progress on other fronts; Newmont Gold d 


expects to produce in excess of 20 tons of gold. 
perannum within this decade. The Company is also 
well placed to develop its direct oil and gas interests 
and, through Peabody, coal. 


The development of our operations s shots idleadto à: 


substantial improvement in our financial fortunes. - 
| hopethatthis will be the last year of à maintained 
dividend. 
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Key Results from the Accounts 
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Please send meac copy at the 
Consolidated Gold Fields 
. Annual Report 1986 
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3. 1986 1985 
.; & Million . 
-  Beneficial interest itr Group sales ves sss, MIT 1476 (ou 
l Prohtbefore interestandtax 0000... EH 2156 . 162 (3) 
PRON DEEDEE DOG. aeos oai tab palet aed "i 115 (3): 
Profit attributable to shareholders... me NI 68 71 (3) 
Pence per share 
Farting. se. 35.1 40.7 (14) 
Net assets (listed investments at market), cos 385 573 (43) 
Per cent 
Return on funds employed (historic). sss. M4 15.1 E. 
Territorial analvsis % Commodity analysis E 
L— — United Kingdon Gad, | 
MENT Aenea Tn — 
POPISE ...Hféferials 
South Afric i Other mining 
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^ When you're trading round the world 
... for 24 hours a day, it's not enough to stay 
- - wide awake. Though we do. 
| - Nor is it enough to invest in up-to-the- 
minute technology. Though we have. 
It's not even enough to pick bright 

people. Though we've spent years gathering 

brightest bunch in the business. 

2 | You haveto be at home in all the major 


- Not just knowledgeable about C" 
t familiar with them. 
A s members of the. London and the 
fork Stock Exchanges, and proud 
ners of a licence to trade securities in 
kyo, the Kleinwort Benson Group is a 


permanent resident of the Big Three. 

We have offices and subsidiaries through- 
out America, the Pacific Basin and Europe. 

By almost any yardstick, we're the 
biggest of Britain’s merchant banks, so 
we've plenty of financial muscle, ' . 

We underwrote over a third of the « ‘equity. 


capital raised in the UK last year more than 


any other firm. In the first half of this: year 
we advised. on over 30 UK takeover and 
merger transactions worth £8. billion. | 
But we'd rather you loved us for our 
brains than our brawn. 
Did you know, for — ihat 
many of the most sophisticated ‘swaps’: now 


in use were invênted aby our ur people 


Los Angeles? 
Or that Kleinwort Benson Government 
Securities in Chicago is a well-established 
primary dealer in the US Treasury market? 
We believe that, by merging with leading 
brokers Grieveson Grant, we've established 
a major world financial group. 
Banking, corporate finance, investment 
management, stockbroking, security 
dealing: we'll be happy to talk to you about 


any of them. 


And wherever we meet, we'll be on our 
home ground. 


Kleinwort Benson 
_ The bright people in the right places. 











^ K "th sr ecial top-ups o r 
2 lic-se ctor jobs are the cream of the | 
poor areas, the dregs in plush areas. A cleri 
employed by the Department of Hi th and Social 
Security receives the same basic. rate in Cleveland 
apio men 21%) as in Berkshire (unemployment 

6.8%). There is little recognition, in public-sector pay 
structures, of the different market for- eople with 
different skills: a professor of ancient Greek gets much 
the same salary as a professor of accountancy. Jobs that 
are relatively easy and pleasant (like. running the 
housing department for the fine city of York) attract 
much the same basic salary as jobs that are difficult and 
nasty (like running the housing department for the 
inner-London borough of Haringey). 

The result is predictable. Some public-sector workers 

'e paid too much. The fastest way to prove that is to 
put their jobs out to tender: one of the newly deregulat- 
ed bus companies cut pay by 30%, and thus created 400 
new jobs. But others are paid too little. The Civil 
. Service Commission moans about the ferocious compe- 
tition for top-quality graduates, and the head of the civil 
service worries about the disgruntlement of his middle 
managers. Professors take chairs at Harvard, consul- 
tants emigrate to California. Tax inspectors leave the 
Inland Revenue for the more lucrative business of 








advising on ways round the rules they ran. Haringey 


spends a lot on advertising for directors of housing. 
Public-sector employers are now looking harder for 
ways to be more flexible, both by paying more for 
people with scarce skills and by rewarding good perfor- 
mance. Whitehall has broached with its unions the 
possibility of paying different rates in different regions, 


and local-authority employers would dearly love to - 


move away from national bargaining. So far, none of 
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Generic prescriptions could save health services zillions 


A doctor can scribble Valium on a prescription or he 


can scribble diazepam. His patient will get pills that are 


chemically identical. The only real difference is that 
Hoffmann-La Roche's brand-name e Valium pills will 
cost much more than their generic or copycat equiva- 
lent. *So what?" is the usual reaction. Most doctors, 
patients and chemists in Europe could not care less 
about cheaper medicines while taxpayers pick up the 
bill. Yet generic substitution is a relatively easy way to 





save some of the money: needed to improve health 


services. 
- About half the money spent on prescription drugs i in 
Western Europ e 








: each year goes for medicines that have 
doctors are free to pee 



























































Break down, build v up | | 
A better way to make state pay more sensitive t 
job market would be to tackle its other main w ak 
excessive centralisation. Pity any British company 
pelled to pay its workers at rates it has not 
negotiated. In industries where something like t th 
happened—engineering or the carmakers, fo 
stance—unions have flourished, firms floundered 
been lost. This worst of systems is usual in the publi 
sector. Those who control spending, be it of a hospital. 
a university, a school or a Whitehall department, have 
no responsibility for the most important part of t sir 
budget. Either central government negotiates a 
settlement (as in the civil service); or local-autho ty 
employers do so collectively (as with their manual anc 
white-collar workers, or with teachers); Or, Worse S Hl, 
a small group of cabinet ministers decides in secret on 
the basis of review-body reports (as with nurses, ' 
are more than half the workforce in the National He 
Service). Often, there is a row over who foots th 
where, ask those who have to pay, did the negot ator: 
think the money would come from? : 
The solution is to make those who administer. s 
service or unit more responsible for the pay of those 

whom they employ. Give them a pay budget and l 
them decide how to use it. Make them justify increase 
in the annual total by devising credible measure 
performance and productivity. Discourage them fron 
publishing the going rate for an under-secretary, say o: 
a clerk. Four years ago, the Megaw i inquiry EL er 
fe 





generics if they wish. The Bcoñginists Advisory Gro 
an independent British consultancy, has just 1 
that generics account for only 3% of drug 
Europe. In consequence, prescription drugs are 
the many health costs that are out of control. Ii 
decade, they have risen by about 40% in real | t 
the countries of the European community. 

The least sensible remedy is to impose pric 
on drugs. Italy and France have done so, wit! 
effects. Their controls have helped persuad 
and West Germany artificially to fatten t 
margins of their companies to keep them int mat 
ly competitive (see pages 86-87). . 2 SAO 
^ “America has been shrewder. The share of 




















ists say that insistence on gei 
he right of the physician to pres 
patient. Some of their argumen 





iliar shape and colour of branded pills helps to 
assure the patient and hasten recovery. | 

nce generic drugs are exact chemical copies of 
randed products (and so their therapeutic equivalent), 

re is a strong economic reason for not subsidising 
xpensive lookalikes. If doctors insist on prescribing a 
ostlier off-patent branded medicine, the patient should 
_ be required to pay the full extra cost of it. Whatever the 
- doctors’ reaction—defiance or reluctant acceptance of 
_ generic prescriptions— publicly financed health services 





‘As the Red Cross faces new battlefields 


ch rules as are observed in war owe a lot to. Henri 
Junant, He was a Swiss who happened to be near the 
ttlefield of Solferino, in northern Italy, on June 24 
859. He hoped to do a business deal with Napoleon 
| [, who had savagely trounced the Austrians. Dunant 
as so appalled by the carnage that he forgot about 
usiness, tended the wounded, and spent the rest of his 
fe trying to persuade countries that war was the worst 
ay to settle differences. He went bust in the process, 
n unkind fate for a Swiss businessman. The wars 
rashed on, but Dunant’s pleadings, supported by the 
70d l-and-soap-and-water philosophy of Florence 
ightingale, led to the formation of the Red Cross. 





















arious national societies) will be trying at this 
ig to extend the coverage of the Geneva Conven- 
hich he helped to prod into- existence. The 
| tions deal with the usb bat nt 





ns. Up to the second. ee wa arthey« cove | x ano 





letting that ud to bà: wis 
TOSS. has tried: to 


better than quackery—for instance, the claim that pr. 





unant would be happy to know that a meeting 
hich opens in Geneva next Thursday, October 23rd,. 
/5 the spirit of Solferino still vigorously alive. The 
national Red Cross (the international organisation 


st neces (the € Germans excused thems ves for re 













| a . Sürinter 5 regulators in Europe ha 
ble ife of a ‘patent: from 20. years i in. the 









Th right remedy i is not dor ‘taxpayers to continue: to 


.Subsidise a system where drug companies persuade 


doctors through clever salesmanship to prescribe. off- 
patent brand-name pills. Nor is it to make regulations 
so permissive that more medicines which accidentally - 
maim or kill come to market. It is to change the pate ~— 
system. Let innovative drug companies enjoy a full : 
years Of protection against copycats after their new | 
drags a are e allowed on to the market. 









adding two protocols to the conventions. which would 
give the Red Cross permission to help victims of some 
wars-that-aren't-officially-wars. About two-thirds of 
the countries of the world, including most of the big 
ones, have not yet ratified these new agreements. Some 
politicians wonder whether they want people whom 
they might regard.as terrorists to be eligible for Red 


Cross succour. : 

Compassion’ s badge 9 
The Geneva conference is the sceptics' chance to let the 
Red Cross spread the wings of mercy wider. They 
should be prepared to trust this tidy, honourable and 
very Swiss organisation. It has built up a fine record of 


impartial: humanitarianism. It has, for example, evolved 
a strict procedure i in distributing relief supplies, because 


"food can be a weapon of war. Nations that have not yet 
ratifi | 






whatever he \ should do. $0. When a man 












3 ien too » Christian. É The organisation has 
n dea that this should be teplaced by a 





ed ball. Tt acknowledges that Islamic 
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Thef  h.€- ni 
t. adition points in 
one direction. 


Commitment to the future. 
We began manufacturing vehicles in the 1890's and aircraft in the 1930's. With the result that over a long 
period Saab-Scania has established a solid base of technical experience and engineering skill. In our 
areas of operation Saab-Scania has always been an innovative force. 

This commitment to the future requires determined backing. For the last five years we have invested, on 
average, 13 percent of sales income in research and development, property and plant. Activities which 
have all been funded from within the Group. 


In the field of specialized transport technology the symbol of Saab-Scania is the sign of tradition and 
financial strength. 








alata 
S AB ; Of NA AJ 
The Saab-Scania Group manufactures automotive and aerospace products: passenger 
cars, trucks and buses, military aircraft, missiles, satellites and the Saab SF340 airliner. The 
Group also develops other advanced products in the fields of electronics, optics, sensors 
and image processing as well as in the area of energy technology. 
We employ 47 000 people in locations in Sweden and 30 other countries. 

In 1985 the Group sales were SEK 32 billions (GBP 2.9 billions) with profits of 2.8 billions 
(GBP 255.2 m.). Return on total assets was 14.5 percent, solvency (equity/asset ratio) was 
50 percent and capital expenditure amounted to 4.4 billions (GBP 401.1 m.), equal to 13.8 


percent of sales. 
SAAB -SCANLA 


Leaders in specialized transport technology. e 





For further information please write to Saab-Scania AB, Corporate Communications and Public Affairs, S-581 88 Linkóping, Sweden. 





[t took the people of Chase to engineer t 


It takes more than steel and sound engineering 
to build a bridge that connects the European and Asian 
sections of Turkey. 

It takes powerful banking skills, too. 

And, to the construction consortium that won 
the bid to build the new bridge, there wasnt a bank with 
better ability than Chase. 

Because out of the 50 or so major financial 
institutions in the world, Chase offers a combination of 








characteristics no other bank has. 

For one thing, there is our size and strength. And 
our true global network. This helped us put together th« 
international banking consortium that was needed. Anc 
it also gave us the edge in knowing the market well 
enough to determine not only where the money could 
best be raised from both bank and non-bank sources, 
but also the best ways to time the financing. 

Most important, there's our people. People with 





$500 million financial structure for this. 


xpertise in all fields. From syndication experts to trade 
vance specialists in export credits and aid loans. To our 
?^disputed leadership in project finance. All of which 
ere vital to this endeavour. 

And, all in an environment that effectively 
mbines commercial and investment banking skills like 
>Other financial institution. 

This total global banking capability that integrates 
ze, international network, specialized industry 


knowledge and the broadest range of commercial and 
investment banking products is what sets Chase apart 
from other financial institutions. 

And, its why Chase was able to bring off what 
Euromoney Trade Finance Report called one of the 
most talked about deals of the year’. 

Fully integrated global banking. No matter how 
complex a project it may be, one thing is simple. 

Choosing the right bank to support it. 
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SUMMIT 





So near and yet, alas, so 
confoundedly far 


FROM OUR SPECIAL CORRESPONDENT IN REYKJAVIK 


Was the Reykjavik summit an ill-pre- 
pared failure, or a giant step forward in 
arms control? The most likely answer is 
that it was a bit of both. 

The irresistible force of Mikhail Gorba- 

iev's concessions met President Rea- 
,14n's immovable objective: to put an anti- 
missile defence system in space. The 
result was a summit that went much 
farther, but achieved less, than almost 
anybody expected. Nothing was solved; 
bets on a Washington summit are off. But 
the real meaning of Reykjavik will de- 
pend on what now happens to the aston- 
ishing concessions—and the agreement- 
crushing bit of back-tracking—that the 
two days of talks produced. 

On the evening of October 12th, after a 
weary Mr Reagan and a still-sprightly Mr 
Gorbachev emerged from their fourth, 
unscheduled, session, it was easy to forget 
that this had been billed as merely a *'pre- 
summit". The word had been that, if all 
went well, the meeting might produce an 
outline of a deal on medium-range nucle- 
ar missiles in Europe, and a firm date for 
a proper summit in Washington in a few 

onths' time. In the event, the stakes 
Dier far higher. On the table in Reykja- 
vik was what Mr Reagan later described 
as the most far-reaching arms-control 
proposal in history. 

Mr Gorbachev came with enough con- 
cessions for the two sides to reach “‘poten- 
tial agreements” on long-range as well as 
medium-range missiles. Their differences 
on nuclear testing narrowed, and the 
Russians seemed prepared to allow the 
rigorous inspection needed to make sure 
that no cheating would go on in any of 
these things. But Mr Gorbachev went 
backwards on one vital matter: he insisted 
that all this was part of a package, and 
that there would be no deal unless Mr 
Reagan accepted strict limits on his Stra- 
tegic Defence Initiative (SDI). On this, 
the president was unbudgeable. So the 
bargaining broke up with each side blam- 
ing the other. 

Nothing quite so dramatic had seemed 
likely to happen when the talks began in 
the quaint Hofdi house on the Reykjavik 
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seafront. As in Geneva 11 months before, 
both sides imposed a news blackout (the 
enterprising Icelanders produced empty 
fish-tins labelled "Blackout"). So, on 
Saturday at least, it was Raisa who stole 
the show, as she chatted to children and 
handed out chocolates. This time Mrs 
Gorbachev faced no competition from 
Mrs Reagan, who had stayed at home, 
and she clearly enjoyed herself. 

So did the retinue of Soviet journalists 
and advisers. Freed from the usual con- 
straints back home, they loved the atten- 
tion they got, and were only too delighted 
to talk to journalists. The Americanisa- 
tion of the Soviet press centre (open to 
anybody with a pass) was as refreshing as 
the Russification of the American one 
(restricted to the White House press 
corps) was infuriating. 


NT: 
What more do you want? asks Gorbachev 
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Behind the news blackout, the drama 
of the talks was building up. Whereas the 
two leaders had spent much of the "'fire- 
side summit” in Geneva alone with their 
interpreters, there was only an hour of 
one-to-one discussion at the seaside sum- 
mit in Reykjavik. Two working groups— 
one on arms control, the other on hu- 
manitarian and regional issues—negotiat- 
ed throughout Saturday night. Soviet 
leaks on Sunday morning suggested that 
the two sides were close to agreement on 
both long-range and medium-range mis- 
siles. The top men's talks stretched on 
beyond their scheduled lunchtime ending 
and into an agonising extra session. 

Only at the end, however, did the 
remarkable scale of the agreement-that- 
wasn't become clear. Mr Reagan's final 
suggestion—the elimination of both 
countries' nuclear weapons within ten 
years—was, to put it mildly, surreal. 
More credibly, the two sides said they 
could accept a 50% cut in long-range 
missiles within five years. The Russians 
said that the cuts could fall equally in the 
three categories of these weapons: those 
based on land, and those carried in sub- 
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The bits they fixed 


FROM OUR DEFENCE CORRESPONDENT à 


The success-within-failure in Iceland set 
tled, or nearly settled, several a 
control issues that have; divided: Bsia 
from the West for years: — ^ 
Long-range nuclear weapons. The 
Russians accepted, in essence, the earli- 
er American proposal to cut both sides' 
long-range weapons by 50%. It was 


agreed that each could have a maximum 
of 6,000 warheads on 1,600 launchers. 
To get there, the negotiators had to 
settle three issues that have bedevilled 
talks in Geneva: sea-launched cruise 
missiles, bombers and Russia's ten-war- 
head ss-i8 heavy missiles. They settled 


them all, more or less, in no time flat. 

The Russians agreed to make large 
cuts in their ss-18 force, which poses the 
chief threat of a surprise attack on 
America, and promised to work out the 
exact numbers in Geneva. On bombers, 
the negotiators compromised between 
the American contention that these 
should not be counted at all and the 
Russian claim that every bomb a bomber 
carries constitutes a warhead. Each 
bomber, on the Reykjavik deal, would 
count as one warhead. The bargainers 
ducked the cruise-missile issue by push- 
ing these weapons to one side, to be 
dealt with later (which pleases the Amer- 
icans, who are much stronger than the 
Russians in cruise missiles). 

A good deal? A 50% cut will not by 
itself increase the security of the world— 
with 6,000 warheads, each side could still 


marines and in bombers. 
On medium-range missiles, the sug- 


gested deal was broader (though, see box, 


not obviously better) than the one expect- 
ed before the meeting began. Instead of 
leaving Russia and America with 100 


_ warheads each in Europe, it would have 


brought them both down to nil; and Mr 
Gorbachev finally dropped the previous 
Russian demand to be allowed some 


— missiles as a balance for the British and 
. French nuclear forces. 


The Russians were also prepared to 


. compromise on nuclear testing. Mr Gor- 


bachev did not demand the immediate 
ending of American tests to match his 


|J own moratorium, but was prepared to 


settle, for the time being, for limits on the 


. size and number of explosions. As for 


checks against cheating in any of these 


- things, Mr Gorbachev said he supported 


"any forms of monitoring". In two days, 
the two sides had whittled away their 
differences in most areas of arms control. 

The big exception was SDI. Mr Reagan 
did give some ground. He agreed that the 
period of non-withdrawal from the anti- 
ballistic-missile treaty signed in 1972 


ecould be extended to ten years (at pre- 
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devastate the other—but the cuts would 
save a little money, and the trimming of 
Russia's ss-18s would lessen the danger of 
a surprise attack. 

Medium-range missiles. The Russians 
have abandoned the idea of counting the 
British and French nuclear armouries as 
part of an American-Russian deal. They 
now offer to withdraw all their ss-20s in 
range of Europe in return for the with- 
drawal of all the American cruise and 
Pershing-2 missiles there. And in the Far 
East they offer to cut the number of the 
ss-20 warheads to 100 (from about 440 
now), and allow the Americans to de- 
ploy an equal number of medium-range 
warheads, maybe in Alaska. 

Some West European governments 
would prefer to keep a few American 
missiles in Europe—say about 100—as a 
visible symbol of America’s nuclear pro- 
tection. But, as Mr Shultz observed, 
Russia’s willingness to dismantle so 
many medium-range warheads (around 
1,100 in all, compared with America’s 
250 or so) is "breathtaking". 

Shorter-range missiles. A necessary 
part of any agreement on medium-range 
missiles is a iimit on shorter-range nucle- 
ar weapons, some of which could take 
over the jobs of their medium-range 
brothers. The Russians offered in Reyk- 
javik to freeze the number of these 
weapons at the existing levels, which 
would have left them with many more 
than the Americans. The Americans 


sent, either side can back out of it on six 
months’ notice, and the Americans had 
previously said this could be extended to 
six or seven years). But he refused to 
bend to Mr Gorbachev's insistence that 
SDI work be confined to laboratory re- 
search. That, he said, would have killed 
the defensive shield he believes the world 
needs to replace the concept of nuclear 
deterrence. 


From Reykjavik to Washington 
Why did the superpowers embark, at such 
short notice, on a summit that ended in 
such a mess? One possibility is that both 
sides miscalculated badly. The Russians 
may have believed that they were making 
an offer the Americans could not refuse: 
that their proposals were tempting 
enough for Mr Reagan to accept an 
emasculation of SDI. For their part, the 
Americans may have reckoned that their 
ten-year concession on the ABM treaty 
would be enough to satisfy Mr Gorba- 
chev, who seemed to have gone softer on 
SDI in recent months. 

The other, more worrying, possibility is 
that Mr Gorbachev's team came to sabo- 
tage, not to settle. By suddenly recou- 


proposed that the ceiling for both sides 
should be the present level of Russian 
missiles or, alternatively, that the num- 
bers be cut at least to the level of January 
1982 (which would still give the Russians 
a considerable advantage, but a smaller 
one than they have now). No agreement 
was reached on this. 

Nuclear tests. The Russians dropped 
their call for a total ban on nuclear 
testing, and accepted the American pro- 
posal that a way should first be worked 
out to check the explosive power of tests, 
after which some limits on test numbers 
could be fixed. But testing would not be 
completely outlawed until all nuclear 
weapons were eliminated. A clear 
American victory, this. 

Inspection. For long-range and medi- 
um-range missiles, both sides are appar- 
ently happy with the present methods of 
verification, which include reconnais- 
sance by satellite and electronic monitor- 
ing of each other's test-flights. The Rus- 
sians said they were willing to allow 
inspection teams on their territory to 
monitor underground nuclear test sites, 
and suspected sites. For shorter-range 
missiles, the Americans served notice 
that they will require an exchange of 
data on numbers and locations, on-site 
observation of the destruction of surplus 
missiles, and the right to monitor the 
factories that could make new ones. The 
Russians agreed in principle. 

The extent of these near-agreements 
was almost too good to be true. Whether 
they survive in the same form at the 
negotiating table in Geneva may be 
another matter. 
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per any chance of agreement? 

If so, they hid their satisfaction bril- 
liantly. In the theatre where Mr. Gorba- 
chev's press conference was to be held, 
the huddled Soviet officials looked wor- 
ried, not pleased, as they heard a defeat- 


ed-sounding Mr George Shultz give the. 


first news of the outcome. The Soviet 
foreign minister, Mr Edward Shevard- 
nadze, later looked equally defeated as he 
sat, unsmiling, next to Mr Gorbachev. 
Even Mr Gorbachev himself seemed a 
little shaken as he began his conference 
barely an hour after the talks ended, 
though he went on to give a thoroughly 
impressive performance. 

The Soviet leader certainly achieved a 
couple of his aims in Reykjavik. He 
succeeded in making arms control the 
centre of attention; the question of hu- 
man rights, though discussed, was. kept 
off-stage. He also managed to flush out 
America’s position on star wars more 
clearly. Now he knows what he can ex- 
pect to achieve at a Washington summit, 
if one comes. 

Mr Gorbachev needs an arms-control 
deal for the sake of his economic reforms 
at home. These require a climate of 
security and success, not a new arms race. 
He insists that the Soviet response to SDI 
would be “asymmetrical”: Russia’s anti- 
star-wars programme, he reckons, would 
be cheaper than star wars itself. Even so, 
he would surely have to divert more 
scarce resources to the defence budget. 
Although he seemed to have secured the 
backing of his generals in Reykjavik 


Us (Marshal Sergei Akhromeyev, the chief 


_ of staff, led the Soviet team on the all- 
night arms-control working group), the 
men in uniform may have made the death 
of star wars their condition for his missile- 
cutting concessions. 

What are the chances of a Washington 
summit? The break-up in Reykjavik was 
well short of a stomp-out. Mr Gorbachev 


described the talks as "friendly", and 
avoided blaming Mr Reagan in person for 
the way things ended (the responsibility, 


he said, lay with the “American mi 
industrial. complex"). He now hopes that 
. pressure from Congress and from. 
















em evens will force pe con ssio ns 


attention. on star wars. Did ‘they. ae E TE | 
believe in advance that this would scup- 


FROM OUR WASHINGTON CORRESPONDENT 


No sooner had the American negotiators » 
slept off their round-the-clock session in 
Reykjavik than the great communication ~ 
machine swung into action. Even normal- | 
-ly inaccessible and unquotable officials. 


became available to deliver the upbeat 


message: that “historic advances" were 


made, and the prospects for far-reaching 
arms-control agreements are good. 

The aim of all this was to counter the 
impact of the long faces in Iceland. A no- 
deal summit is plainly not the best way to 
win votes. The administration is counting 
on its happy spin to the Reykjavik story 
to limit losses for Republicans in next 
month's mid-term elections and for the 


SDI budget in Congress next year. 


In fact, most pundits reckon that the 
effect of the summit on the elections will 


be negligible, partly because its message 


was too complicated to be clear, partly 
because most races will anyway turn on 
local and economic issues. A few Demo- 
crats made tentative efforts to reopen this 
year's allocation for sbi, which cut the 
president's request from $5.3 billion to 
$3.5 billion. But worries about being 
wrong-footed by a persuasive president 
stopped all but a handful of politicians 
from challenging the administration's 
positive appraisal of the summit head-on. 
One of the most outspoken critics was 
Congressman Edward Markey, a Demo- 
crat, who accused the president of turning 
down "the best deal the Russians have 
offered us since they sold us Alaska". Mr 
Gary Hart, a retiring senator and presi- 
dential hopeful, charged Mr Reagan with 
giving up an astounding deal because of 
"an unreasonable attachment to a specu- 
lative space-based defensive system". 
The debate over star wars will not go 
away. One pointer to congressional scep- 


ticism was the rueful observation by Sena- 


tor Sam Nunn, a Democrat who supports 
spi, that the administration has shifted its 


-< arms-control priorities from removing the 

Russians’ first-strike capability to pre- 
. Serving SDI at all costs. Mr Nunn spoke 
for. many of his colleagues in criticising 
` the Russians for re-linking all other arms © 

| agreements to star wars. He predicts that. 
t Congress is bound to put spi under more 
ill scrutiny than ever before. 


Republicans all but 
et trap. But the chairman of the Senate 
Foreign Relations Committee, Mr Rich- 
ard Lugar, added that future support for 
star wars will depend on a better explana- 


| tion of what it is about. Polls have shown " 





" aniti-ballistic- missile treaty would be ta 


same pollsters found 68% backing ! M 
Reagan’s refusal to trade SDI for arr 


previous speeches on defence. 


| Battle for | Europe 


. .. FROM OUR WESTERN. EUROPE CORRESPONDENT 
unanimously ` 


praised. the president for avoiding a Sovi- 


leagues. Then the. Russians. laune 


Selling the success story 


far less support for a partial defen 
system (which virtually all experts think 
the only one practicable) than for tl 
impenetrable shield which Mr Reag: 
holds out as his personal vision. 

Some SDI researchers believe there is 
flaw in the president's argument that 
accepting Mr Gorbachev's ideas on tl 


tamount to "killing" star wars. A spokes- 
man at the Lawrence Livermore labora- 
tory, which developed the X-ray lase 
noted that no research work going on now 
would be constrained. Another Liver- 
more scientist asserts that there are at. 
least ten years’ worth of technical prob- 
lems to be solved in the laboratory. B 
what could be killed by giving up ey 
catching tests in space is support fe 
spending money on spt. This, and a tru 
faith in his vision, explains why the pre: 
dent refused to give way in Iceland. 

And whatever experts may say about 
star wars, most Americans applaude 
him. A year ago, 53% of a CBs News/New 
York Times sample was ready to give up 
star wars in exchange for negotiations 
with the Russians. But in the first post- 
summit test of opinion this week, the 





control. White House mail response 
the president’ s home-coming speech : 
78% positive—more than for any 
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stalling 
on ust. This contest could be Paca; as 
ugh. European governments are scepti- 
Qut star wars. In Britain the opposi- 
ion Labour party has turned combatively 
anti-nuclear, and in West Germany the 
opposition Social Democrats have slid 
part of the same way. This points to 
American-European tension, and fun for 
Mr Gorbachev. 
- But he will have been disappointed by 
he European governments' first response 
o Reykjavik. America's allies stuck by 
Mr Reagan more solidly than might have 
been expected. They are, however, most- 































CERÓM OUR SPECIAL CORRESPONDENT IN REYKJAVIK 


-;One clear. winner emerged from the 
<- Summit that the superpowers slipped off: 
Iceland itself. The Icelanders showed 
^ that you do not have to be important or 
_ Swiss to make a superpower meeting 
. "seem simple and safe, and to cope with a 
sudden invasion of 2,500 journalists. As 
for the invaders, they found the small- 
town, impromptu flavour of the occasion 
refreshing, and fun. Despite the cold 
winds, almost everybody warmed to the 
place. 

Brezhnev and Pompidou once met in 
Reykjavik, and Fischer and Spassky 
played chess there. But its 90,000 people 
— had never experienced anything quite 
like this. They were given only ten days 
to get ready, so improvisation had to 
;make up for careful preparation. Fisher- 
men turned into taxi drivers, life-guards 
; volunteered for security duty, and pri- 
vate homes became guest houses for the 
600 or so visitors who could not be put up 
in hotels or the specially hired cruise- 
liner. The proud if somewhat puzzled 
hosts did it all without fuss. 

The security men were discreet. The 
people who stood in the rain to make 
heir point about the treatment of Soviet 














get arrested in Iceland. 








: ‘Jews or American behaviour in Nicara-. a 

„gua were simply allowed to get wet. The |. 
. locals got as drunk as usual on Saturday — — ` 
night, and nobody minded. Even during. crime 
_ a Superpower summit, it is rather hard to — 1k 


— : But not impossible. Ecologists. from ir 
Greenpeace managed it, for ignoring do 

-warnings to keep their ship Sirius: away the 

: irom the. ereou where two Soviet liners oo MON 


larly aroused ains - 
E e thes summit. | 






crits s of the: programme’ s $3. ae billion 
budget for this year have fallen Europe’s 
way. Nonetheless, Europeans are pleas- 
antly surprised: (“astonished’ ", say West 
German officials) at what star wars al- 
most delivered in Iceland. _ 

In’ private, West European govern- 
ments may yet urge Mr Reagan to make 
another offer on star wars. But in public 
their main aim now, with America's bless- 
ing, is to isolate Euromissiles from the 
deadlock on other issues. The West Ger- 
man foreign minister, Mr Hans-Dietrich 


_ Icelanders can cope 


(one of them with the Gorbachevs on 
board) were moored. And a police offi- 
cer politely asked your correspondent, 
who took an early-morning walk on the 
other side of the harbour, to accompany 
him to the police station a mile away. 
Credentials were quickly checked, and 
an offer of a lift back to the same spot 
promptly accepted. "I used to be a 
















































g-rang " What is 
more, ; they Tecalb Mr Gorbailiev is on 
record as saying there need be no link. He 
went back on that in Iceland. But his Mr 
Karpov, during his charm-stops in Lon- 
don and Bonn, was still talking about the 
possibility of a separate agreement. 

With general elections coming up in 
West Germany in January and in Britain 
probably. some time next year, an agree- 
ment in Iceland would have strengthened 
the conservative governments’ re-election 
chances in those countries. Non-agree- 
ment will not necessarily help their lef* 
of-centre rivals, however. There w: 
enough movement at the summit to lc | 
European conservatives claim that Mr 
Reagan is on the right track, and that they 
are behind him. 


A little less greed could have spared 
the Icelanders the few complaints they 
received. Prices of up to $150 a night 
were asked for modest rooms. “People 
are doing things against our policy", 
admitted Mr Kjartan Larusson, the di- 
rector of the tourist office, whose efforts 
to keep a lid on the price of accommoda- 
tion were only partly successful. 

Still, Mr Larusson and his colleagues 
made a good job of promoting their 
country (which gets a little over 100,000 
visitors a year and would like more) and 
its products (mainly fish and woollen 
goods). Miss Holmfridur Karlsdottir— 
“Hofi” to the locals, Miss. World to 
everybody else—kept popping up to pre- 
sent prizes and look pretty. for the 
world's cameras. Local entrepreneurs 
quickly spotted the visitors' appetite for 
souvenirs, and turned out summit 
T-shirts, summit scarves, even hand- 
printed summit paper napkins. Fresh 
food, knitwear and gift packs of tinned 
fish were given away free, and journal- - 
ists, true to the spirit of earlier Icelandic 
sagas, plundered greedily... dl 

Have you ever heard of Snorti Sturlu- | 
son, » Leifur. Eiriksson | or ee Tomas- 


AE 


ous names. ‘Before’ i Hay came to » Iceland, | 
and whether they were familiar with - 
them now. Few journalists had much 


time for names other than Reagan and 


Gorbachev last week. But they did eat 
well, and they admired the calm way the 
people of Reykjavik coped. The Iceland- 
ers, for their part, were sorry the e serious 
business at the summit did- 
better. But, as one of them put it; the 











- summit was “a hell of an advertisement 
for Iceland". = | 





494^ EE c —À f 








Where the right policies 
get no credit 


FROM OUR SUBCONTINENT CORRESPONDENT 


Politics has made Bangladesh poor. Unstable and corrupt governments 
have kept a country of rich farmland, which is generously provided with 


aid, among the world's pau 


rs. After 


rliamentary elections in May, 


the country's military president, Hussein Mohammed Ershad, shuffled 


E 


closer to civilian rule with a presidential election on October 15th. But 
Bangladesh needs more than a legitimate government: it needs one that 


will give its development policy a chance to work 


The only fat people on the streets of 
Dhaka are policemen. The crowds on the 
pavements and the rickshaw-pullers look 
thinner than anywhere else in south Asia. 
There are plenty of plumpish people, but 
they are not to be seen: they are in their 
aid-financed Toyotas, or in comfortable 
houses in the diplomatic area, Gulshan. 
The elegant white government build- 
ings of Dhaka were put up by the British 
who impoverished Bengal in the nine- 
teenth century by shifting the cotton 
industry to Manchester. The plush new 
hotels cater for visiting aid experts who 
fly in from Washington and Geneva to 
make Bangladesh richer. The rest of 
Dhaka's skyline is a forest of steel rods 
sticking out of the tops of half-built build- 
ings. People with spare cash use it to slap 
another storey on to their house or office. 
They want their money safe—in proper- 
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ty, or in foreign bank accounts, and not in 
the sort of assets that might help Bangla- 
desh produce more. 

Bangladesh's GDP per person of $130 a 
year, and its feeble growth rates, are not 
the result of a bad deal from nature. The 
fourteenth-century traveller Ibn Battuta 
wrote of Bengal "I have seen no region 
on earth in which provisions are so plenti- 
ful". Despite the headline-making floods 
and cyclones that drown and starve thou- 
sands, the country is well-endowed with 
resources. It has fertile alluvial soil depos- 
ited by its three great rivers, the Ganges, 
the Brahmaputra and the Meghna, lakes 
rich in fish, and natural gas. 

Bangladesh, a country half the size of 
Italy, with 100m people, has also been 
given a generous dollop of aid. Since the 
war, followed by famine, which won 
Bangladesh independence from West Pa- 


kistan in 1971, it has regularly received 
over $1 billion of aid a year. Last year, it 
got $1.3 billion, about half for develop- 
ment projects and the rest as commodity 
and food aid. The aid makes up 40% of 
the government's receipts, 50% of the 
country's foreign-exchange income and 
90% of its development budget. 

At the behest of the aid donors, the 
Bangladeshi government has adopted 
policies which should generate growth. 
Bangladesh now has a more liberal indus- 
trial policy than either India or Pakistan. 
In 1982, and again this year, the govern- 
ment removed a forest of regulations on 
investment. Chunks of industry, nationa- 
lised at independence, have been priva- 
tised. In the 1970s, the government 
owned around 90% of industrial assets; 
now it owns 40%. 

Subsidies have been cut. Only 8.5% of 
the government's current spending went 
on food subsidies in 1984-85, compared 
with 12.596 in 1978-79. The subsidy on 
fertiliser fell from 10% of the develop- 
ment budget in 1978-79 to 2.4% in 1984- 
85; it is now sold to farmers by merchants, 
not by the government. Irrigation equip- 
ment is sold at near cost-price. Public 
expenditure's share in GDP has been 
trimmed back from 20.2% of GDP in 1980- 
81 to 18.5% in 1984-85. 

In some quarters, Bangladesh has been 
hailed as a rare development success. The 
World Bank is determinedly optimistic, 
because the Bangladeshi government has 
followed most of its prescriptions. In the 
most recent issue of the Bank's World 
Development Report, Bangladesh is 
picked out as an example of how “policy 
reforms . .. can bear fruit on a large 
scale even in the poorest countries". 

Yet Bangladesh's average annual 
growth rate from 1979-80 to 1984-85 was 
under 4% while the population grew, and 
is still growing, at 2.6% a year. Some of 
the aid donors are worried not just that 
the country's overall growth is low, but 
that most people may be getting poorer. 
A report produced by the Canadians, the 
Dutch and the Scandinavians found that 
infant mortality in Bangladesh had in- 
creased from 101 babies per thousand 
born in 1980 to 121 in 1984. Literacy had 
fallen between 1975 and 1981. So had 
food consumption per head in the coun- 
tryside—where 85% of the population 
live. 

What little growth there has been has 
occurred mainly in administration, de- 
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BANGLADESH 


fence, construction and trade. Farming 
and manufacturing output grew at only 
2.7% a year in the first half of the 1980s. 
In the past two years, growth in rice and 
wheat production has fallen to around 1% 
a year. 

Such statistics are unreliable in Bangla- 
desh. But nobody who spends much time 
talking to local businessmen, economists 
and development workers can leave the 
country feeling that things are going well. 
There is no sense, as there is in India, that 
the economy is starting to move. People 
are depressed by the present and cynical 
about the future. 

So why has Bangladesh’s economy 
failed to respond to sensible policies that 
should stimulate growth? Its dependence 
on jute, which is being replaced all over 
the world by synthetic substitutes, is one 
reason; a population growth rate of 2.6%, 
in a small and already crowded country, is 
another. But these are only part of the 
problem. 

A quick tour round the economy shows 
that the answer lies in the way the place is 
governed—through violence and corrup- 
tion. Corruption means that the rich and 
powerful in Bangladesh do not stick to 
the rules, so policies which are sound in 
theory are not allowed to work in 
practice. 

A history of violence in Bangladesh 
does not instil the long-term investor with 
confidence. Sheikh Mujib, who led the 
country to independence, had a habit of 
murdering his opponents, and nationa- 
lised everything he could lay his hands on. 
He was shot in 1975. The martial law 
ruler who took over, General Zia-ur- 
Rahman, was killed in 1981 after some 20 
coup attempts. President Ershad took 
over in 1982. 

President Ershad’s move towards civil- 
ian rule has not so far improved the tone 
of Bangladeshi politics. When people 
went to the polls for the parliamentary 
election in May this year, the two main 
parties contesting it—Sheikh Mujib’s 
Awami League, now run by his daughter 
Sheikh Hasina Wazed, and the govern- 
ment's Jatiya party—brought their gangs 
of thugs out on to the streets to capture 
polling booths and grab ballot-boxes. The 
better-organised Awami League looked 
like winning, so the count had to be 
transferred from the election commission 
to the chief martial law administrator's 
headquarters, and the Jatiya party 
scraped in. 

Governments fight dirty to stay in pow- 
er in Bangladesh. They either kill their 
opponents or buy them off. Sheikh Mujib 
used the first method; President Zia tried 
a combination of the two; President Er- 
shad has stuck to the second. The army 
has never done better: perks included, an 
ordinary soldier gets more than a univer- 
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sity teacher. Officers with government 
jobs take cuts on import contracts. Well- 
travelled diplomats say corruption in 
Bangladesh is worse than anywhere they 
can think of except Nigeria. 

Patronage has destroyed Bangladesh’s 
credit system. President Zia’s govern- 
ment introduced loans mortgaged against 
political support in the late 1970s. 
Around $500m has been handed to busi- 
nessmen through the government banks 
and financial institutions to start up new 
industries and to buy the ones being 
privatised. Most of the money came from 
the Asian Development Bank and the 
International Development Association, 
the poor-country arm of the World Bank. 

Debtors are not paying back their 
loans: lenders have been paid only 10% 





Ershad, the slow democratiser 


of the principal and interest due to them 
on industrial loans. On agricultural loans, 
the proportion is 26%. It is thought that 
one-fifth of the defaulting borrowers are 
in real trouble: the rest see no need to 
return their cash. 

The loans have gone to people whose 
support the government needs, so the 
government has done nothing to encour- 
age repayment. The lenders could take 
borrowers to court or seize their assets— 
one of them has started to do so—but civil 
servants and judges in Bangladesh are 
generally nervous of offending the 
government. 

This financial anarchy has done two- 
fold damage. First, the foreign lending 
agencies have woken up to the disappear- 
ance of their money, and are now most 
reluctant to lend more. Second, easy 
money led to ill-judged investments. A 
managing director characterises the busi- 
nessmen’s attitude as: “If I make a profit, 
it’s mine. If I make a loss, it’s the 
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foreigners." 

Carefree and fashionable investment in 
the jute business has proved a disaster. 
The country's 32 jute mills—jute-spin- 
ning was in vogue in the late 1970s—have 
the capacity to produce 100,000 tonnes a 
year; but sales rarely top 40,000, so all the 
mills are working below capacity. 

This year is proving particularly bad for 
jute, which contributes more than half of 
the country's export earnings: interna- 
tional demand is down, and the govern- 
ment doubled wages for jute and other 
industrial workers in the run-up to the 
May election. The fall in the production 
of jute goods in the first half of 1986 has 
pulled the country's industrial growth 
rate down to zero. 

The development of Bangladeshi farm- 
ing has been another victim of a non- 
governing government. Following t' 
World Bank's advice, the government c 
subsidies, and so raised the prices, ot 
farm inputs. The Bank expected the gov- 
ernment to keep crop prices stable— 
though not to defy world market gravi- 
ty—by building, and drawing on, stock- 
piles. It has not done so: prices have been 
both low and unstable, and the farmers 
are losing interest in incurring the extra 
cost required to get higher yields. 


The squeeze on farmers 

Bangladesh's farmers grow only around 
1.35 tonnes of rice per hectare, compared 
with 3 tonnes in Malaysia and Indonesia. 
If yields are to rise, farmers must use 
fertiliser and irrigate their land. Bangla- 
desh is not short of water; but sometimes 
there is too much and sometimes too 
little. Unlike the Indian government, 
which has spent heavily on large-scale 
irrigation works in Punjab, India’s bread- 
basket, the Bangladeshi government h 
decided not to spend on big irrigatio 
projects. It relies on the farmers to invest 
in their own. 

By 1983, the proportion of Bangla- 
desh's cultivated area under irrigation 
had increased to 20% , from 11% in 1977, 
and average crop yields were up from 1.2 
tonnes per hectare to 1.35. Use of ferti- 
liser increased fast in the early 1980s. But, 
then, with the price of inputs rising, the 
rice price in Bangladesh fell by 8% in 
1985 because of a surge in rice imports. 
According to local economists, the extra 
imports were unnecessary but politically 
useful. The import rake-offs were needed 
to finance the government's new political 
party. 

In 1985-86, fertiliser use declined by 
976. Sales of irrigation equipment col- 
lapsed. In 1983-84, 40,000 shallow 
tubewells and 3,500 deep tubewells were 
sold; in 1985-86, the figures had declined 
to 5,000 and 1,200. Sales of pumps 
ground to a halt. 
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initiated this transaction and acted as financial advisor 
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ive the surplus cash to pay for more 
(pensive inputs. They are not a dwin- 
dling band. A growing population, and an 
heritance system which divides proper- 
between all the children, has brought 
rage farm size down from 3.5 acres in 





acres covered 19% of the country's 
cultivated area in 1977: by 1983-84, they 
vered 30%. 
Small farmers find it hard to get credit 
to improve their methods, and they do 
not have much incentive to ask for it. In 
theory the government should buy rice 
and jute directly from farmers at stable 
. prices. In practice, the farmers are at the 
mercy of an unstable climate, an erratic 
import policy and greedy middlemen. 
_. For example: the government is sup- 
posed to be buying jute at about five taka 
.(15 cents) a kilo. Yet an hour's drive 
outside Dhaka, your correspondent met a 


The only bank in Bangladesh with well- 

behaved borrowers is the Grameen 

(Countryside) Bank. While the govern- 

ment's. financial institutions struggle to 

get their money back from big business, 
the Grameen Bank's repayment rate is 

98%. It selects its clientele carefully: 
` only the very poor can borrow its money. 
- The bank has become a Mecca for devel- 

- opment economists, and is being copied 
around the world—-Chicago and Arkan- 
sas included. 

Poor people cannot borrow from ordi- 
nary banks, because they have no assets 
-..as collateral. They can borrow from 
—- moneylenders, who charge at least 10% 
“a month: before harvest time, the rate 

can go up to 10% a day. Professor 

Muhammad Yunus, who teaches 
;,economics at Chittagong Univer- 
sity, reckoned there was room for 
. a bank which charged poor clients 
commercial interest rates. 

In 1982 the Grameen Bank was 
stablished with money from the 
Bangladesh Bank and the Interna- 
| Fund for Agricultural De- 
opment. It now has 250,000 
borrowers, which means its funds 
benefit over a million families. It 
lends 33m taka ($1m) a month, 
pays its staff of 4,000 at civil 
service rates, and makes a profit. 
It is owned 25% by the govern- 
ment and 75% by its borrowers. 

. Only people with under half an 
acre of land, or less than the value 
of one unirrigated acre in assets, 

can get loans: half the population 
annes Sonor are 7 prpuped 

































gh-yield farming; but they no longer 


to 2.3 acres in 1983-84. Farms below — tr 









AMA eiie what the foret actually 
gets and what the governmen pays. Told 
that his price support system. was 
working, the secretary for. agriculture 











replied: “This is a fact of life.” 


There. are not enough honest adminis- 





becomes practice. President Ershad is 
trying to get government out into the 


fields. In 1982 he set up elected bodies to 


run each thana (an area defined by the 
British as one which could be run by one 
police station; now 200,000 people). 

Central government is giving these 
thana governments 2 billion taka a year, 
and this is filtering into the countryside. 
The market towns are booming with 
building projects, which are a boon to the 
fast-growing number of landless la- 
bourers. But the thana governments have 
yet to prove that they are good at apply- 
ing the rules set in Dhaka. 


A lender that gets repaid 


into teams of five so that they will 
encourage each other to pay their dues 
on time. Repayments are made every 
week, on the ground that small sums are 
easier to part with than large ones. 
Grameen Bank customers are encour- 
aged to save, and the bank now has 80m 
taka in deposits. 

The loans get spent on anything from 
cows, to firecracker production, to cock- 
le-trading.. One satisfied borrower told 
your correspondent that he had bor- 
rowed 3,500 takas to buy a rickshaw 
which would last at least 5 years. If he 
had rented it at the going rate of 15 takas 

. a day, he would have paid 5,000 takas in 
one year. Three-quarters of the bank's 






















in rural areas to see that policy 









x iployed graduates : “and 
businessme with social consciences who 
have given up on government. They run 
small development organisations like the - 
Bangladesh Rural Advancement Com- 
mittee, People’s Health, Proshika and the 
Grameen Bank (see box) which go out 
into the villages to teach the peasants how 
to deal with banks and bureaucrats, and 
to give them basic health lessons and help 
with family planning. 

At the margins of industry, there is 
furious activity. There are some 300,000 
workshops in the country employing a 
couple of families, which make engineer- 
ing components or counterfeit goods. But 
they too are hamstrung because they 
cannot get credit. They work mostly in 
rented premises and therefore have no 
collateral. The trust needed to lend to 
such enterprises cannot emerge in a credit 
system made untrusting by the behaviour 
of the government's friends. 


borrowers are women: the bank's staff 
say women are better at re-investing 
their spare cash. Men tend to spend it on 
drink or new wives. 

Grameen Bank offers more than the 
usual range of bank services. Borrowers 
can get cheap seeds, seedlings. and 
ducks, lessons in reading and writing, 
medical help, and advice on family plan- 
ning. The bank also dabbles in social 
engineering: borrowers who accept dow- 
ry from their son's bride may have their 
loan recalled. 

The government is pleased, the aid 
donors impressed, and 17 countries have 
asked the bank to train up teams of 
village bankers. The only unhappy peo- 
ple are the money-lenders. But if the 
Grameen Bank gets much bigger, it is in 
danger. It is already a political force: 
local managers command a loyalty 
that rivals the authority of the 
traditional village leaders. The 
more powerful it is, the harder it 
will be for the government to — 
resist taking it over. Professor 
Yunus has tried to hedge against 
this by making the borrowers the 
majority shareholders; but mili- 
tary governments do not always 
observe the niceties of ownership. 

Takeover by the government 
would destroy Grameen Bank as 
surely as it destroyed the co-oper- 
ative movement. The co-opera- ` 
tives, which started among rick- 
shaw pullers in Comilla in the 
1960s, were the. developers’ model 
for the decade. After indepen- 
dence, the government took them 
over. They are now as flabby and 
corrupt as the rest of Bangladesh’ S 
pean | 
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' South Africa, stung by a first (if not very 
threatening) round of economic sanctions 
from the outside world, has reacted vigor- 
ously. It is making sure of its borders and 
of the territories beyond them. The gov- 
ernment seems to have two objectives. 

The first is to ensure that the black states 
to its north will either do as South Africa 
says, or be so weak that they cannot do 
anything at all. The second is to command 
| ports through which South Africa’s goods 
-- could pass if its own ports. were blocked 
by sanctions. — : 

EL means. | these: ends are : 














The northward reach of Botha's 





latest row started on October 6th when 


six South African soldiers were injured by 
the explosion of a land-mine in the area 


where South Africa borders on both Mo- | 
zambique and Swaziland: the only part of 


its frontier which is at all difficult to 
defend against incursions from the north, 

The South Africans said this proved 
that the Mozambicans had allowed the 
African National Congress, outlawed in 
South Africa, to re-establish itself in 
Mozambique. This is true, and well- 
known. It is also a breach of the Nkomati 
accord, signed between Mozambique and 


South Africa in March 1984, which said - \ 


that each country should stop providing 


bases from which insurgents could attack I 


the other. 


tion. They said they would expel : 
52,000 Mozambican contract worker 








South African mines, whose remittanc 
are a main support of Mozambique 
government budget. 

But that was only half the story. Whe 
Mozambique meets Malawi, 750 miles t 
the north (see map), Renamo guerrill 
were. moving in. Dr Hastings Kamuzu 
Banda, Malawi's ancient ruler, detests 
the Marxists who rule Mozambique, fad- 
ing though their Marxism is nowadays, 
and gets on well with South Africa. In the | 
relative prosperity on the Malawian side 
of the frontier live many thousands of. 
Mozambicans. Some are well-established 
farmers and traders, some poor la 
bourers, some (the most recent arrivals 
destitute refugees from Mozambique's. 
widespread chaos and terror. These exiles 
include many Renamo supporters. The. 
Mozambicans say they are armed by th 
South Africans, with Malawi's conniv 
ance, but Malawi denies that and it 1 
unproved. n 

That denial has not convinced the lead- 
ers of Malawi’s anti-apartheid neigh- 
bours, Mr Robert Mugabe of Zimbabw 
and Mr Kenneth Kaunda of Zambia 
They have as strong a geographical gri 
on Malawi as South. Africa has on them 
On September 12th they visited Malaw 
and told Dr Banda that, if he did not sto 
giving shelter to Renamo people, the 
























































zz: Main roads 


'— Railways 


Oil pipeline 
closed by guerrillas 






The South Africans have themselves pe ; 


ignored this treaty, by supporting the 
‘Movement 
(MNR, or Renamo). Be that as it may, the 


Mozambique Resistance 


South Africans handed out immediate 


punishment for Mozambique’s own viola- 1 
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would shut down his trade. Dr Banda told 
the Renamo people to leave. A horde of 
returning refugees, including an unknown 
number of well-armed men, moved out of 
Malawi into the northern Mozambique 
provinces of Tete and Zambezia. Several 
small towns are said to have been cap- 
tured by this ramshackle force, including 
in particular Mutarara, a vital crossing- 
point on the Zambezi river. 

The disorder in Mozambique is so deep 
that the government in distant Maputo 
has had no real control over the northern 
provinces for three years. But it needs to 
blame some outside force for this new 
humiliation. Together with the other 
“front-line” states, it points the finger at 
South Africa, against which it is power- 
less to retaliate. Mr Samora Machel, 
Mozambique’s president, was already 
having a hard time persuading his more 


ideologically-minded colleagues to adopt - 


something approaching a realistic eco- 
nomic policy. Now the last vestiges of his 
authority are gone. 

Some South African officials are happy 
about that. They want a pliant Mozam- 
bique, preferably run by a coalition be- 


tween a discredited Mr Machel and a 
rehabilitated Renamo. Dealing with a 
government so constituted, South Africa 
could decide the main lines of Mozam- 
bique's foreign policy without taking any 
responsibility for its nightmare economy. 

The port of Maputo, close to the South 
African border, would be an ideal conduit 
for sanctions-busting. The port of Beira, 
farther up the coast, is at present (with, so 
far, little success) being transformed into 
an alternative outlet for Zimbabwe to the 
outside world. A Mozambican govern- 
ment subservient to South Africa could 
hold Beira hostage against Zimbabwe's 
good behaviour. 

In recent months the South Africans 
have successfully brought the govern- 
ments of Lesotho and Swaziland on to 
their side in the campaign to thwart 
sanctions. South Africa has thoroughly 
intimidated the government of Botswana, 
which recently told representatives of the 
African National Congress to leave. Now 
the South Africans are giving Mozam- 
bique a squeeze. It is not an edifying 
sight, but from sanctioned South Africa's 
point of view it is a comforting one. 


The pursuit of moderation 


FROM A CORRESPONDENT IN SOUTH AFRICA 


A central piece of President Botha's 
domestic policy is the search for moder- 
ate" blacks to deal with, and he is doing 
what he can to tilt the balance in their 
favour. That is the meaning of the gov- 
ernment's declaration on October 9th 
that the United Democratic Front is an 
"affected organisation". This designa- 
tion makes it illegal for the UDF to 
receive money from abroad. Foreign 
contributions, according to the organisa- 
tion's treasurer, Mr Azhar Cachalia, 
account for more than half its income. 
The multiracial UDF is admired by its 
friends, and detested by the government, 
for putting forward views not far re- 
moved from those of the banned African 
National Congress. Its members, and 
those of its 600 affiliates, have been hard 
hit by the four-month-old state of emer- 
gency. Mr Cachalia estimates that 70- 
80% of the 8,000-plus people detained 
under the emergency belong to the Front 
or its affiliates. Scores of UDF activists 
have been released but immediately 
placed under restrictions that curb their 
movements and bar them from politics. 
One affiliate, the Congress of South 
African Students, has been banned out- 
right. The minister of law and order, Mr 
Louis Le Grange, has hinted that a ban 
on the Front itself cannot be excluded. 
Relatively favourable treatment is be- 
ing given to black movements deemed 
moderate by the government. Chief 
Mangosuthu Buthelezi's Zulu-based In- 
katha movement is the most notable of 


these. It has been allowed to hold mass 
rallies, thinly disguised as prayer meet- 
ings, while meetings of the UDF and of 
the Azanian People's Organisation (the 
"black-consciousness" movement) have 
been banned. The latest move against 
the UDF came just after the launching of 
a campaign by the Front and two of its 
allies, the National Education Crisis 
Committee and the Congress of South 
African Trade Unions. Their first rally, 
to have been held at the University of 
Witwatersrand, was banned. 

The same week saw the launching of 
the United Christian Conciliation party, 
headed by Bishop Isaac Mokoena (a 
prominent opponent of Archbishop Des- 
mond Tutu) and Mr Tamasanqa Linda, à 
former mayor of the Port Elizabeth 
black township of Ibhayi. The govern- 
ment would like to make deals with 
groups of this kind in order—in the 
words of Professor Herman Giliomee of 
the University of Cape Town—to “‘share 
power without losing it”. 

So far no black leaders of stature have 
come forward to negotiate. But the gov- 
ernment clearly believes that, if it can 
hold the line strongly and long enough, 
and stop the intimidation which it says is 
the main thing keeping credible black 
leaders from co-operating with Mr 
Botha's limited reforms, these leaders 
will sooner or later start to deal with the 
government. This policy has borne no 
fruit so far, but the government is show- 
ing no signs of discouragement. 








Japan 
Hocketing on 


FROM OUR TOKYO CORRESPONDENT 





Urban terrorism is back in Japan. On 
October 14th crude incendiary rockets 
were launched from parked cars at gov- 
ernment buildings in Tokyo, including 
the office of the prime minister, Mr 
Yasuhiro Nakasone (who was in it at the 
time). All six rockets fell short, and there 
were no casualties. Responsibility was 
claimed by a group called Senki Kyo- 
sando ("War Flag"), which fired similar 
weapons at the emperor's palace and the 
American embassy in March. 

Japan's far-left radicals are becoming 
active again after a ten-year lull. There 
are perhaps 35,000 activists, and the num 
ber is starting to rise for the first tim 
since the mid-1970s. The groups are leu 
by the now middle-aging student radicals 
of the 1960s, but they are attracting 
disaffected workers to their ranks. 

This week's attack came two days after 
the police found a bomb factory and 
arrested seven people suspected of be- 
longing to the 100-strong underground 
wing of Japan's largest far-left group, 
Chukaku-ha (“Core Faction"). The po- 
lice believe the bombs were being pre- 
pared for a big demonstration against the 
planned extension of Tokyo's Narita 
airport. 

On September 24th Chukaku-ha halted 
Tokyo commuter trains by cutting the 
signalling system in a score of places, a 
repeat of similar attacks last November. 
During the seven-country economic sum- 
mit held in Tokyo in May, it fired rockets 
at government buildings. 

Chukaku-ha claims about a quarter of 
Japan's radical activists and makes about 
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Y1 billion ($6.6m) a year from its (legiti- 
mate) publishing business. It is estranged 
from Senki Kyosando, but the two have 
joined to oppose the privatisation of 
Japan’s state railways and the Narita 
airport extension. Opposition to the con- 
struction of Narita was a great student 
radical cause in the 1960s. The airport is 
back on the radical agenda. What else is? 


Gulf war 


To the last drop 


Having failed to bludgeon each other into 
submission, Iraq and Iran are trying eco- 
nomic suffocation instead. The Iranians 
are shortest of breath. On some esti- 
mates, Iraqi attacks on oil installations 
have cut Iran’s exports from an average of 

4m barrels a day last year to 600,000- 

0,000 barrels a day this month. Since oil 
brings Iran almost all the hard currency it 
needs for the war, this hurts. 

Iran was desperately eager to see OPEC 
succeed last August in making a deal that 
would curb production and push oil prices 
back up. After the OPEC meeting, spot- 
market prices jumped to $13-15 a barrel, 
up from a low of $9 in July. To get a deal, 
the Iranians actually proposed that their 
Iraqi enemies should be allowed exemp- 
tion from the quotas. 

Whatever the price, Iran still needs to 
get the oil out. Iraq successfully bombed 
Iran's main oil-export terminal at Kharg 
Island in mid-September, and again this 
month. Kharg has about a dozen berths. 
Despite frequent attacks, the Iranians 
have generally kept three or four in 
operation. The latest bombing, however, 
is reported to have stopped exports from 

arg altogether for at least a day. 

To ease the journey for foreign tank- 
ers, the Iranians have set up a trans- 
shipment centre at Larak Island, near the 
mouth of the Gulf, to which oil is ferried 
from Kharg in chartered tankers. Last 
week one of these ships, newly fitted (in 
Dubai dry-dock) with $500,000-worth of 
defence equipment, was hit on its first 
trip. The drop in the flow from Kharg to 
Larak has created a queue of 25-30 long- 
haul tankers waiting to load. But two 
mooring buoys are reportedly nearing 
completion near Kharg. They will be 
harder to hit, and should shift Iran's oil 
straight from the pipeline into tankers. 

Iraqi aircraft have also stepped up their 
raids on oil refineries and other inland 
targets. Iran had been importing about 
100,000 barrels of refined oil products a 
day since its refinery at Abadan was 
destroyed at the start of the war. Imports 
have trebled since the early summer, after 
hits on other refineries. Two weeks ago 
the Iranians introduced petrol rationing. 
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Many countries are sensitive about how 
they are portrayed; Saudi Arabia's sensi- 
bilities are so delicate that an unflatter- 
ing public portrayal can cause an interna- 
tional incident. In 1980 Britain and Saudi 
Arabia got into a row over a television 
film, “Death of a Princess". Trade links 
were broken, briefly, and the British 
ambassador was sent home for a while. 
Earlier this month the British govern- 
ment became worried that history might 
repeat itself. On October 8th it took out 
an injunction against the New Statesman 
magazine to stop it from publishing an 
essay by the same ambassador, Sir James 
Craig. The government was too late, 
however, to prevent two Scottish news- 
papers from publishing extracts. 

The piece was Sir James's valedictory 
dispatch, written when he retired in 
1984. By tradition, ambassadors use the 
occasion to deliver their frank impres- 
sions of a country they know pretty well. 
This piece was worth reading: written 
with the familiarity and exasperation of 
an old friend, it is full of eloquent, sharp 
comments about Saudi society. 

These are not the sort of comments 
the Saudi government likes to read in 
newspapers. Saudis shun publicity and 
let journalists into their country sparing- 
ly. Since few foreign writers have a 
sympathetic understanding of the place, 
much of the press coverage of Saudi 
Arabia is inaccurate or hostile, like 
"Death of a Princess". A bad press 
reinforces the Saudis’ shyness, and 
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Iran's puny air force cannot retaliate 
much. The Iranian army sometimes lobs 
shells at “military and economictargets" in 
Iraq's southern city of Basra. Iran says it 
helped Kurdish rebels knock out a refinery 
at Kirkuk in northern Iraq on October 
| th, but foreign journalists saw no sign of 
damage two days later. Officials at Turkish 


Where frank is not friendly 





My home is yours, but you better not talk about it 
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makes them angry even about fair and 
friendly criticism, of the sort contained 
in Sir James's dispatch. 

The fair criticism that most upsets the 
Saudi government—even though it is 
privately voiced by Saudi officials as 
well—is that Saudis do not want to work. 
The government has spent huge amounts 
of the money it earns from oil on giving 
the country's young people all the educa- 
tion they could wish for, and on indus- 
trialising the country; but Saudis still 
show no interest in getting their hands 
dirty. The government and private com- 
panies therefore import technicians, 
clerks, labourers. There is a rare Saudi 
joke: "Heard that the Saudis have de- 
clared war on the Israelis? The Koreans 
have got the contract." 

The foreigners are now supposed to be 
going home, as the newly-trained Saudi 
workforce takes over their jobs. But 
educated young Saudis prefer to stay at 
home. Their wealth means that they can 
afford their own houses, away from the 
watchful eyes of parents who in times 
past would have made sure they at least 
said their prayers on time. Saudi young 
people have caught the diseases of pros- 
perity—boredom, drink and drugs. 

Saudi Arabians are surprisingly frank 
in discussing these problems with foreign 
journalists who manage to get into the 
country. Yet private self-analysis is one 
thing, public criticism by foreigners an- 
other. Saudis still regard this as an act of 
hostility that may invite retaliation. 


terminals say the flow through the pipeline 
from Kirkuk is unchanged. 

Iraq's oil exports are running at 1.6m 
barrels a day, about twice Iran's recent 
figure. Besides, Iraq gets money from 
Saudi Arabia and Kuwait, so it is less 
dependent on its own exports. But the 
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Growth oppo. 


ASSET MANAGEMEN 


rivate banking clients have many different 
goals, but they all face one problem : how to 
protect and build their assets in an increasingly 
complex world. American Express Bank has 
a solution: asset management in Switzerland, 
a unique service combining traditional Swis: 
professionalism, prudence, and discretion. 





Personal attention 


As step one, our investment counselors will 
analyze your individual situation — including 
your financial goals and current investments — 
and advise you on the portfolio that best suits 
your needs. This may consist, for example, of 
short-term investments, equities, 
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: Bank mone manag AG t je a monitor your 
. portfolio on a full-time basis, alert 
economic developments that may affect your 
investments. If you wish, we accept discre- 
tionary power to handle investment decisions 

on your behalf, in accordance with your 
personal goals. This is a practical, convenient 
arrangement, arücularty if you reside outside 
of Switzerland. S 


Global expertise 
Also, while our approach is Swiss, our out- 


look is global. Our network of 85 offices in 
39 countries — one of the world’s largest i 
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$500m foreign bank loan that fell due last 
month. Iraq's exports might be disrupted 
in November, when work is due to start 
on enlarging the pipeline to the Saudi 
Arabian port of Yanbu. But when the line 
reopens Iraq will be able to pump about 
500,000 barrels a day through it, instead 
of 370,000 barrels now. 

The Iranians claimed this week to have 
captured an important hill in the central 
sector, killing or wounding 1,000 Iraqi 
soldiers. They also reported another raid 
on Kirkuk. The leadership in Tehran 
continues, a little less definitively, to 
speak of ending the war by March. The 
mullahs will need to be confident of 
victory before they bet their scarce re- 
serves of fuel and ammunition. Mr Ali 
Khamenei, Iran's president and chairman 
of its defence council, said recently that a 
final offensive was only one option: “a 
mere decisive blow", he mused, might be 
enough to bring Iraq to its knees. Don't 


hold your breath. 


Pakistan 





Falling to pieces 


FROM OUR PAKISTAN CORRESPONDENT 


"Our strategy now is to prove that the 
opposition won't go away." The words 
are Benazir Bhutto's and they indicate 
how far the ambitions of the young wom- 
an who wants to get rid of Pakistan's 
President Zia have shrunk since the fail- 
ure of her summer of agitation. It would 
be going too far to say Miss Bhutto has 
been chastened by the discovery that she 
cannot easily bring down the government 
of the prime minister, Mr Mohammed 
Khan Junejo. But she has now publicly 
acknowledged that her original demand 
for an election this autumn is no longer 
achievable. She appears to be settling 
down for a war of attrition, instead of a 
headlong assault on the citadels of power. 

The consequences are only just starting 
to unfold, but one of them seems to be the 
fragmentation of the opposition. There 
has already been a serious split in Miss 
Bhutto's Pakistan People's party. ; 

One of her father's staunchest col- 
leagues, Mr Ghulam Mustapha Jatoi, a 
landlord from the province of Sind, 
formed a breakaway National People's 
party while Miss Bhutto was still languish- 
ing in jail at the end of August. He took 
with him a galaxy of political stars from 
the 1970s, disillusioned party workers, 
fellow Sindhi landlords and an assortment 
of opportunists who calculated that Mr 
Jatoi might be an acceptable alternative 
for the army as well as for big business- 
men if the government faltered. 

Another shock came for Miss Bhutto 


= e last week, when the man who replaced 


E. 


G 
4 * 
à 


34 


Mr Jatoi as her chief lieutenant in Sind 
only five months ago, Mr Makhdoom 
Khaliquzzaman, handed in his resigna- 
tion. He was apparently unhappy with 
Miss Bhutto's autocratic ways, and with 
indications from the Punjab branch of the 
party that his undisguised sympathies for 
Sindhi nationalists were not going down 
well in the bigger province of Punjab. 

Sind, whose capital is Karachi, is still in 
a lively state. The province has paid a 
heavy price for its support of Miss Bhut- 
to's August agitation. It is also suffering 
from heavy-handed police and army op- 
erations against the gangs of bandits who 
have brought parts of Sind to near-anar- 
chy. Many opposition politicians are say- 
ing that Sind may be in a “Bangladesh- 
type situation". They claim that only the 
establishment of democracy can save Pa- 
kistan from further dismemberment. But, 
to gain power, Miss Bhutto needs Punjab 
too. Her new strategy of a long, slow 
struggle increases the odds that the rift 
between the Punjab and Sind wings of the 
People's party will widen. 

Cracks are also beginning to appear in 
the Movement for the Restoration of 
Democracy, the opposition's umbrella 
group, with which Miss Bhutto now 
seems keener to co-operate than she was 
earlier this year. A party led by a retired 
air marshal, Mr Asghar Khan, has just 
pulled out of the MRD, and another is in 
danger of splitting over the issue of 
whether or not to stay in. Mr Asghar 
Khan's critics say he is jealous of Miss 
Bhutto. But the charges he levels against 
her party—that it is trying to whitewash 
its misdeeds in the 1970s, when it was run 
by her father—strike a sympathetic chord 
with other MRD leaders, nearly all of 
whom took part in the movement which 
brought the elder Bhutto down. 

The MRD is now trying to pull itself 
together by drawing attention to issues 
such as corruption and unemployment. 
But there is a danger in bringing up 
questions like these: they could widen the 
differences between the parties in the 
MRD, which are allied on the sole ground 
of their opposition to President Zia and 
their demand for a free election. The 
government still has plenty of problems in 
running Pakistan. Miss Bhutto, for now, 
does not seem to be one of them. 


EI Salvador 
Shaken 


FROM A CORRESPONDENT IN SAN SALVADOR 


The earthquake that struck El Salvador 
on October 10th and took at least 1,000 
lives might seem a lesser calamity than 
the country's continuing civil war, which 
has killed 60,000 people in seven years. 
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Will it bury Duarte too? 





Yet earthquakes have a way of reshaping 
Central American politics. The unbridled 
greed with which Nicaragua's President 
Somoza helped himself to relief aid after 
Managua's 1972 earthquake turned out to 
be his eventual undoing. The efficiency 
with which Guatemala's soldiers handled 
matters after the 1976 earthquake, by 
contrast, stands in the balance against 
their atrocious record on human rights 
over the next few years. 

El Salvador's President Duarte is also 
likely to be judged by how he handles his 
country's disaster. He revealed that near- 
ly 1,000 bodies had been “counted and 
buried" within four days of the earth- 
quake; hundreds more were entombed in 
the rubble of the capital, San Salvador. 
The president said that 10,000 people had 
been injured and 150,000-200,000 left 
homeless. He reckoned that the cost of 
repairing the material damage could 
reach $2 billion. 

Most of the dead were poor. The 
homes that suffered worst were crudely 
built structures with heavy tile roofs, the 
usual construction materials for the 
houses of the poor both in the countryside 
and in city slums. When the fragile walls 
crumbled, the roofs crashed in on the 
inhabitants. Hundreds died when the 
five-story Ruben Dario building in down- 
town San Salvador collapsed. The build- 
ing had already been damaged in a previ- 
ous earthquake in 1965. Repairs ordered 
by the government afterwards were never 
completed. 

President Duarte, who was mayor of 
San Salvador when the order to repair the 
building was ignored, drew some fire for 
this negligence after last week's earth- 
quake. But his much bigger problem is to 
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find the money to rebuild his capital. The 
government's coffers are depleted: there 
has not been enough money in the trea- 
sury to pay for the social programmes he 
promised before his election in 1984, let 
alone to pay for rebuilding the country 
today. 
_ Mr Duarte has claimed that relief mon- 
ey from abroad was wasted after the 1965 
earthquake. This time plenty of emergen- 
cy assistance has already begun flowing 
into the country, mainly from the United 
States but also from the rest of Latin 
America, Western Europe and Japan. Mr 
Duarte has appointed businessmen to 
oversee the spending of the aid. His 
future as president could depend on how 
well he ensures careful management of 
the enormous reconstruction job. 

The country’s left-wing guerrillas face a 
quandary of their own. For years they had 
calculated that they could cripple the 
government by attacking “economic tar- 
gets", things like power lines and bridges. 
But guerrilla sabotage will be highly un- 
popular in the wake of this disaster. A 
unilateral truce declared by the guerrillas 
after the earthquake was less a humani- 
tarian act than a recognition that Salva- 
dorans cannot face more war just now. 
Nobody, however, expects the disaster- 
induced pause in the fighting to become 
permanent. 


Chile 
General distrust 


Until now Chile's President Augusto Pi- 
nochet has gazed coldly down upon any- 
body who had the nerve to call for his 
early resignation, or even his retirement 
at the 1989 presidential plebiscite. He 
regards himself as the only alternative to 
anarchy; he also wants to be the sole 
candidate in that "election". His view was 
reinforced when, on September 7th, his 
motorcade was attacked and he narrowly 
escaped death. 

But the anti-Pinochet chorus has now 
been joined by some military voices, and 
the president seems rattled at last. On 
October 8th he unexpectedly replaced the 
army member of the ruling military junta 
with his secret police chief, and retired 
nine generals, including at least two who 
had openly supported a return to democ- 
racy. The other three members of the 
junta—the navy, air force and armed 
police chiefs—had already said they 
wanted to talk to the civilian opposition 
about a return to democracy. 

General Pinochet defensively told his 
interior minister to hold meetings with 
the opposition—but only to “hear their 
views" about long-delayed measures to 
legalise political parties and run elections. 
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The civilian politicians answered that 
they would talk only about “the future of 
the country". 

Many senior officers are said to want to 
hold an open presidential election, rather 
than a plebiscite, in 1989—and then to 
return to barracks. They seem to have 
been impressed by the absence of street 
protests and by the moderate programme 
which the non-communist political parties 
recently published. They are thinking 
about how to change General Pinochet's 
constitution to allow a real election. It 
looks as if the painful job of edging a hard 
and tough old man out of power has been 
joined by some of the men with guns. 
This matters: they have, until recently, 
been his most faithful followers. 


Indonesia 


Slow death 


FROM OUR CORRESPONDENT IN JAKARTA 


The government of Indonesia does not 
find it easy to forgive. Nine men, said to 
be communists, have been executed after 
being held in prison under sentence of 
death for more than 20 years. They were 
arrested after an attempted communist 
coup in 1965. According to the govern- 
ment, it has taken all this time for appeals 
to be considered and turned down. 

It is scarcely possible for the officials 
who gave out this information on October 
9th to believe that even in Indonesia the 
process of law is so slow. It seems proba- 
ble that the announcement of the execu- 
tions, the date of which was not disclosed, 
is a warning to possible troublemakers in 
the run-up to the general election due in 


Time's up 


The government of Mr Lee Kuan Yew is 
prepared to blunt even the mightiest pen 
if it carelessly pricks Singapore's self- 
esteem. From October 19th, the sale of 
Time magazine in Singapore will be 
restricted to 9,000 copies a week—half 
the normal rate—and then to 2,000 
copies a week next year. The punish- 
ment, against which there is no appeal, 
follows an article in Time about Mr J. B. 
Jeyaretnam, one of the two opposition 
members in Singapore's 79-strong parlia- 
ment. In the past he has been called à 
“skunk” and a “mangy dog" by the 
prime minister. 

The prime minister's press secretary, 
Mr James Fu, wrote to Time to point out 
some alleged errors of fact in the article. 
Time admitted one of these, but initially 
offered to print only an edited version of 
the press secretary's letter. Mr Fu re- 
fused, and Time becomes the first victim 
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April. Communism is no longer a real 
threat in Indonesia: it died in the massa- 
cre of maybe 500,000 people after the 
attempted coup. But it is still a useful 
bogy. Three other long-term prisoners 
said to be communists were executed last 
year, and there are about 20 others still in 
jail. They, too, will probably be executed 





Nothing unstable about Suharto's throne 


when President Suharto's government de- 
cides it will be useful. 

In another pre-election move, the gov- 
ernment has closed the newspaper Sinar 
Harapan, which has the second largest 
circulation in the country. This was osten- 
sibly for publishing an article critical of 
the economy, although discussion of eco- 
nomic policy has in the past been one of 


of a new amendment to Singapore's 
press law—even though it has since de- 
cided to print the letter in full. The 
amendment is designed to hit at the 
profits of any publication deemed guilty 
of "biased" reporting on Singapore's 
domestic politics, while ostensibly pre- 
serving its right to publish. 

Singapore is the latest country to fol- 
low a regional fashion. Last month Ma- 
laysia banned the Asian edition of the 
Wall Street Journal and expelled its two 
correspondents after a series of illumi- 
nating articles on financial and political 
matters. Last week Indonesia banned 
the second largest newspaper in Jakarta 
for “gloomy” reporting on the economy 
(but see accompanying article). 

Restricting the press is a curious indul- 
gence for fast-growing South-East Asia. 
It is likely to feed rumours, frighten off 
foreign investment and stifle the ideas 
needed for further growth. In the Singa- 
pore case there is another irony: Time 
uses a Singapore printer for its South- 
East Asian print run of 100,000 copies. 
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the few controversial subjects the self- 
censoring press has permitted itself. The 
soldier-politicians of the mainly Muslim 
country would like to control the paper, 
which is under mainly Christian owner- 
ship, and this may be their chance. 

There was more gloom among the 
government's critics when the ten-year 
sentence on General Hartono Dharsono 
was confirmed this week by Indonesia’s 
supreme court. The general, who had 


been accused of subversion, was a mem- 
ber of the "group of 50", an odd assort- 
ment of Dutch-educated former army 
officers and radicals who have in common 
their dislike of President Suharto. There 
will not be much legal opposition in the 
April election. Under a law passed last 
year any opposition party has to accept 
the doctrine known as pancasila, a set of 
five principles about the way the country 
is run. Attacking the government could 


New rules for tangled wars 


FROM OUR GENEVA CORRESPONDENT 


The most obvious thing about the meet- 
ing of the Red Cross which begins in 
Geneva on October 23rd is that the 
organisation is rechristening itself. Bow- 
ing to the sensibilities of 22 Muslim 
member-countries, which think the old 
name smacks too much of Christianity 
(even though it really refers to the em- 
blem of the Swiss flag), the organisation 
will formally start calling itself the Inter- 
national Red Cross and Red Crescent. 

That change made, the delegates will 
have bigger things to worry about. The 
Red Cross is the custodian of the four 
Geneva Conventions on the rules of war. 
This meeting, the first of the whole 
organisation plus government represen- 
tatives since 1981, will try to advance the 
process for updating the rules—not easy 
in the age of terrorism, undeclared war 
and people who “disappear”. 

What people think of as "the Red 
Cross" is actually made up of (a) the 
International Committee of the Red 
Cross (ICRC)—a board of 20 Swiss wor- 
thies backed by a bureaucracy of 3,000 
people, including 500 delegates in the 
field, all of them Swiss, and 2,000 local 
employees; (b) 143 national societies; 
and (c) the League of Red Cross and 
Red Crescent Societies, which co-ordin- 
ates the work of the national societies. 
Governments do not always like what 
the Red Cross says—especially when it 
publicly denounces them, as it did over 
prisoners in an Iranian camp two years 
ago—but they still support it: three- 
quarters of its budget (it spent SFr 
556m—$226m—in 1985) comes from 
governments. 

The national societies, which do much 
of the grassroots work, are better- 
known, but the ICRC, with its reputation 
as a stickler for neutrality, is better 
equipped to deal with political pressure. 
In general, the ICRC does what it can to 
ease the plight of victims of armed con- 
flict: wounded combatants, prisoners of 
war and civilians. It acts where those in 
need of protection are at the mercy of an 
enemy: prisoners of war, obviously, but 
also the victims of drought in the Ethio- 
pian war zones of Eritrea and Tigre. The 
League, co-ordinating the work of na- 
tional societies, acts more often in cases 
of natural catastrophe. 


The Red Cross does not automatically 
have a right to act in an internal conflict, 
but it has often been given permission to 
visit political prisoners. There have been 
8,000 such visits in El Salvador since 
1981, although none in Tunisia or Gha- 
na. Unlike Amnesty International, 
which refuses to help prisoners with 
blood on their hands, the ICRC believes 
its role is to assure a minimum standard 
of human decency for all: it makes no 
judgments about good or bad prisoners. 

The Geneva meeting that begins next 
week draws the ICRC into its broadest 
political role: helping to settle the rules 
of war. The conference will consider one 
of the thorniest questions that arises in 
applying the Geneva Conventions—the 
problem of how to define a conflict. It 
was much easier when a formal declara- 
tion of war preceded the first shot. 

Only international conflicts are cov- 
ered by the 1949 conventions. The first is 
concerned with aiding sick and wounded 
soldiers, the second with victims of war 
at sea, the third with the treatment of 
prisoners of war and the fourth with the 
protection of civilians. All four have 
been signed by almost every state. By 
the 1970s, however, it was clear that the 
nature of war had changed, and two 
protocols were added to the conven- 
tions. The first extends them to “armed 
conflicts against colonial domination, 





Ready for the Great War 
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look suspiciously like attacking pancasila. 
The only recent critic to have made 
much of an impact on President Suharto 
is India's prime minister, Mr Rajiv Gan- 
dhi, who has let it be known that India 
will not support Mr Suharto's bid to be 
the next chairman of the non-aligned 
movement when Robert Mugabe of Zim- 
babwe retires from that office in 1989. 
From anybody but a distinguished for- 
eigner, that would be dangerous talk. 


alien occupation and racial regimes in 
the exercise of their right of self-determi- 
nation"; the second to internal armed 
conflicts, carefully defined to exclude 
riots and isolated acts of violence. 

So far 60-odd countries have ratified 
both protocols, but only China among 
the major powers. France, which still has 
colonies, has said it will definitely not 
sign the first protocol; it has, however, 
signed the second. Others are dragging 
their feet on both. The Americans say 
they give too much leeway—or perhaps 
dignity—to revolutionary movements. 

The Red Cross hopes that the airing 
given to the protocols at the meeting will 
prod a lot more countries into ratifying 
them. It argues that the protocols apply 
only to clearly identified members of 
organised forces, so that terrorists would 
not be protected. The organisation says 
that including “liberation armies" means 
they will be expected to obey the rules 
for the protection of civilians and non- 
combatants. Terrorism would be consid- 
ered illegal under the protocols, and 
terrorists would be war criminals. 

Whether or not the Red Cross makes 
much progress with the protocols, even 
the prospect of the conference seems to 
have had two good results. Iran has said 
that the Red Cross can resume visits to 
Iraqi prisoners of war, which were 
stopped after the earlier Red Cross criti- 
cism. And, for the first time since the 
Russian invasion of Afghanistan, a Red 
Cross delegation is in Kabul, negotiating 
permission for prison visits. 
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Lucky-Goldstar is a group of 23 
Korean companies working in chemustry, | 
electronics, and services. For each of the last | 
five years, annual growth has averaged 24%, — 
with sales reaching the U$10 billion mark in | 
1985. | 

Today, Lucky-Goldstar products and | 
services ranging from engineering plastics, — 
home appliances and fiber-optic communi- . 
cation systems to construction, financeand | 
trade are helping to create a better quality — | 
of life both at home and abroad. | 

We also operate Korea's largest private — | 
research institutes, investing 4.5% of sales — | 
into R&D each year. | 

But these Nd arent ours | 
alone. | 
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panies as AT&T, Hitachi, Siemens, and | 
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growth, while promoting economic develo 
ment and free market systems in other _ 
countries as well as our own. 

Overseas subsidiaries like Goldstar T 
Ametica (in Huntsville, Alabama) are con- 
tributing to higher employment, too. Wit 
management systems that are resulting in. 
greater worker satisfaction, lower absenteeism, 
and better quality off the production line. 

Lucky-Goldstar. A team of 70,000 in- 
dividuals working together with companies. 
around the globe. Bringing the world's __ 
latest technologies to Korea, and the fruits 
of Korea's can-do spirit to the world. — 

Take time to find out more about. 

Lucky-Goldstar. Contact the Business Devel- 
opment Dept., Lucky-Goldstar Int'l Corp. 
CPO Box 1899, Seoul, Korea. Phone ( (0: 
776-6517, Telex K27266 IC INTL. . 
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A WHOLE WORLD OF OPPORTUNITIES 


AMERICAN SURVEY 


The nine lives of immigration 


reform 


Waiting for an amnesty 


Quite the most startling event in the last 
weeks of the expiring Congress was the 
change of mind of the House of Repre- 
sentatives about reforming the immigra- 
tion laws. By general consent reform had 
been pronounced dead on September 
26th, when a majority of the House 
(nearly all the Republicans, supported by 
57 Democrats) rejected the rule, severely 
restrictive of amendments, by which the 
Rules Committee and the Democratic 
leaders sought to bring the bill to the 
floor. 

The Senate, which for years past has 
had less trouble making up its mind on 
this subject than has the House, passed its 
own version of immigration reform last 
year. The decision thus lay with the 
House, either to act or to do nothing and 
let the whole legislative effort collapse 
again. 

The obstacles to an agreement seemed 
serious. One concerned the special provi- 
sion that would have to be made for the 
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temporary admission of (mostly Mexican) 
agricultural workers wanted by the fruit 
and vegetable growers of California and 
other western states. In the Senate, the 
proponents of immigration reform had 
calmed the vigorous Californian lobby 
with a large loophole known as the Wil- 
son amendment, which would have al- 
lowed 350,000 guest workers into the 
United States each year. Committee 
work in the House produced a substitute, 
allowing illegal aliens who had worked in 
American agriculture for 90 days between 
May 1985 and May 1986 to become legal 
temporary residents. This has substantial- 
ly been adopted in the final version. 
Democratic leaders had become un- 
comfortably aware that they, much more 
than the Republicans, were likely to be 
blamed for the failure of this third at- 
tempt to bring order into immigration 
policy. Public opinion wanted something 
done about illegal immigration, and was 
growing impatient with the persistent fail- 


ure of Congress to make up its mind. The 
key committee members of both parties 
therefore agreed on a new bipartisan 
attempt to discuss some reforms. 

The last immigration-reform bill to be 
passed by both houses of Congress foun- 
dered, in 1984, on the difficulties of 
reconciling the House and Senate ver- 
sions. On October 14th, however, the 
representatives of the two chambers 
reached agreement in a single session of 
five hours, each chamber making sub- 
stantial concessions. The Senate dropped 
the Wilson amendment in favour of the 
more reasonable House provision; the 
House dropped an attempt to give protec- 
tion against deportation to fugitives from 
El Salvador. 

The centrepiece of the bill is its prohibi- 
tion of the hiring of illegal aliens, and the 
imposition of penalties on employers who 
disobey the prohibition. Without that, all 
talk of reducing the flow of illegal aliens, 
which has swollen hugely in the past year, 
would have remained empty. Penalties 
for a first offence would be a fine of $250- 
2,000 for each illegal alien hired; a “pat- 
tern or practice" of such hiring would 
bring a fine of $3,000 and a prison 
sentence. 

Civil libertarians see repressive impli- 
cations in such a provision and are un- 
comfortable with it. It was adopted, with 
precautions against misuse, but without a 
House "sunset" provision to end the 
penalties after 6} years. Under another 
clause, bothersome especially to Hispan- 
ics, employers would be required to ask 
prospective employees for documents 
confirming that they are either citizens or 
people authorised to work. 

Clearly, if the employment of illegal 


aliens is to be restricted effectively at last, 


something has to be done about the 
millions of illegal immigrants already in 
America, many of them well settled. 
Congress had to consider amnesty of 
some kind, giving to the longer-settled 
rights of employment and residence and 
eventually of nationality. 

The Reagan administration has been 
worrying about what the amnesty would 
cost—the assumption being that poor 
people cost more in social services when 
they have legal status than when they do 
not. So the proponents of the bill had to 
worry that, if the President thought the 
amnesty too costly, he might veto the bill. 
(This he can do with ease at the end of a 
session, simply by omitting to sign the bill 
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after Congress has adjourned.) 

In the end the Senate conferees accept- 
ed the more generous House provision 
which will give legal status to immigrants 
who have lived illegally in the United 
States since the end of 1981. The financial 
provisions were, however, fixed at a level 
sufficiently niggardly to make a presiden- 
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tial veto unlikely. The federal govern- 
ment is committed to provide only $1 
billion a year for four years, with deduc- 
tions for the estimated federal expendi- 
tures on two social programmes. This is to 
reimburse the states and local authorities 
for what the amnesty is going to cost 
them. 





The not-quite-final curtain 


Was the 99th Congress inefficient, inef- 
fective and irresponsible? Or did it make 
the best of a bad job? Those who favour 
the first view have plenty of ammunition 
to fire. Congress entered its last few days 
prepared to roll all government spending 
for the next year into one omnibus bill, 
worth $560 billion, rather than, as is the 
“proper” procedure, into 13 separate 
appropriations bills, one for each main 
government function. Along the way, 
congressmen tacked on to the bill a host 
of irrelevant provisions for their dis- 
tricts—such as a repayment of a ransom 
of $200,000 exacted from the town of 
Frederick, Maryland, during the Civil 
War. And they continued, in conference, 
to struggle with a bill designed to reduce 
the federal deficit by a set of frauds and 
sleights of hand. 

The administration affected a surpris- 
ing insouciance during Congress’s last few 
days. On the budget deficit, the conferees 
were looking for $12 billion of savings in 
fiscal 1987, though by midweek they had 
run into serious disagreements which, if 
not solved, might have reduced the sav- 
ings to only $7 billion. The administration 
would like some more to be snipped off 
the deficit, and welcomed the bill's com- 
mitment to sell Conrail, the nationalised 
freight railway, next year. But if the bill 
turned out to be more bad than good—if, 
for example, it were to require states to 
extend some welfare payments from one- 
parent families to two-parent ones, as the 
House conferees wanted—the adminis- 
tration stood ready to veto it. The deficit- 
reduction targets imposed by the Gramm- 
Rudman bill, insofar as anyone pays 
attention to them, can be just about met 
by the windfall of $11 billion that the 
government expects from the first year of 
tax reform. 

On the spending bill, passed by 235-172 
in the House, the administration was also 
doing its best to look unconcerned. The 
president had earlier vetoed one tempo- 
rary spending bill; but first signs on Octo- 
ber 15th, when House and Senate confer- 
ees agreed on an omnibus resolution, 
were that this one-year measure would 
not be vetoed. True, budget authority of 
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about $292 billion for defence—some $30 
billion less than the President's budget 
had wanted in 1987, and nearly $100 
billion less than his 1985. budget had 
imagined would be authorised two years 
on—was not going to gladden hearts in 
the White House or the Pentagon. But it 
has been clear for months that nothing 
much more than $290 billion would go 
through Congress. On October 15th the 
presidential press secretary, Mr Larry 
Speakes, said without a trace of irony that 
the defence-spending figure had been 
worked out “‘to our full satisfaction". 
From the administration's point of 
view, the pill had been sugared in ad- 
vance. House conferees, in a pre-summit 
gesture, had retreated from their at- 
tempts to commit the government to arms 
control. Thus the language in the original 
House bill that would have kept the 
administration to the SALT-2 treaty was 
made non-binding, and all provisions on 


The eminence grise of the 99th 


nuclear testing were dropped. In return, 
the President agreed to seek Senate ratifi- 
cation of two treaties that would limit the 
size of such tests. 

This tacit co-operation between admin- 
istration and Congress can be interpreted 
in one of two ways. It can be regarded as 
connivance by the administration in a 
system of setting priorities for govern- 
ment spending that depends on last-min- 
ute gimmicks and special pleading by 
congressmen and their staff. Or it may be 
that end-of-year chaos is not much more 
than good copy for Washington-bashers; 
so long as all the players know the rules, 
absurd though they may be, a relatively 
sensible game can be played. 

The 99th Congress deserves some acco- 
lades. It passed the most comprehensive 
tax-reform bill for 40 years; and (see 
previous story), it made sense of the 
country's immigration laws. Even on T 
deficit, Congress can carry only so much 
of the blame. The Founding Fathers, with 
their system of checks and balances that 
dissipates responsibility for hard deci- 
sions, must share some of it. And the 
elegant timetable for budget making laid 
down in the Budget Act of 1974 has 
proved hopelessly unrealistic. Lastly, as 
always, the president should take some of 
the blame. Mr Reagan's urge to increase 
deficit spending and cut taxes has all 
along made budget-making extremely 
difficult. 

The 100th Congress, with, no doubt, 
many of the characteristics of the 99th, 
will be faced next January with yet anoth- 
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er budget that wishes ends without pro- 
viding the means. But next year is bound 
to be different: there will be no windfall 
from tax reform to help reduce the 
deficit. 


Nicaragua 
smoking guns 


Today ferrying arms to the Nicaraguan 
rebels is once again an activity approved 
by Congress. But on October 5th, when 
the Nicaraguans shot down a C-123 cargo 
aircraft carrying three American crew- 
men and a load of Soviet arms, official 
American military aid for the contras was 
still banned. Hence the search in Wash- 
ington this week for the sponsors of the 
arms suppliers. 

Congress, or some members of it, 

axed indignant at suggestions of a White 
House or CIA connection with the arms 
lift, but not indignant enough to delay the 
election adjournment. So on October 
16th a continuing resolution was finally 
approved, containing the long-disputed 
$100m in aid for the contras. This not 
only authorises up to $70m in military 
assistance for the anti-Sandinist forces; it 
also opens the way, after a two-year ban, 
for the CIA to resume control of an official 
effort to support the contras. The only 
remaining bar to American action in 
Nicaragua is against topping up contra aid 
by dipping into the CIA's secret contin- 
gency fund. 

For arms runners such as the crew on 
the C-123 flight, who learned their trade 
during the war in Vietnam and whose air 
cargo company was formerly owned by 
the agency, the new rules may mean 
as more than discarding the camou- 

ge of private employment. The admin- 
istration has never disguised its endorse- 
ment of free-enterprise aid for Nicaragua. 
Only last week, President Reagan com- 
pared the contras' freebooting allies to 
the Americans who fought against Franco 
in the Spanish civil war. The questions for 
congressmen and newsmen who are in- 
vestigating the aircraft crash are whether 
this privateering was not quite private and 
whether it violated American law. 

It seems beyond dispute that the contra 
suppliers had angels and overseers in 
Washington. A year ago, the administra- 
tion admitted that a colonel on the Na- 
tional Security Council staff was oversee- 
ing private aid to the rebels; this week, 
officials confirmed that the NSC has kept 
watch on hundreds of supply flights over 
the past two years. The only survivor of 
the crash, Mr Eugene Hasenfus, told a 
Sandinist-supervised press conference in 
Managua on October 9th that his airlift 
was run by two Cuban-American CIA 
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A little help from his friends 


agents out of the Ilopango air force base 
in El Salvador; Salvadorean identity 
cards describing the crewmen as Ameri- 
can military advisers were found on the 
aircraft, along with the business cards of 
officials in the State Department's Nica- 
raguan aid office. 

One of the Cubans named as the airlift 
organiser has since been identified as a 
former CIA colleague of Mr Donald 
Gregg, the national security adviser to Mr 
George Bush. The vice-president's office 
has confirmed that Mr Gregg recom- 
mended his Cuban friend to the Salvador- 
ean air force as a counter-insurgency 
specialist and that Mr Bush had talked to 
this “patriot” at least twice. The Cuban is 
alleged to have told friends that he re- 
ported to the White House regularly. Mr 
Bush declared at the weekend that “To 
say I’m running the operation . . . is ab- 
solutely untrue”. 

If the government wishes to dissociate 
itself from the arms flight, however, it 
must find someone else to blame. The 
likeliest candidate, indicated by unnamed 
officials, was retired Major-General John 
Singlaub, a conservative activist who ad- 
mits to having raised some $10m in non- 
lethal aid for the contras. But General 
Singlaub insisted he had nothing to do 
with the C-123. More than a week after the 
crash, a contra spokesman came to the 
rescue and claimed responsibility. But the 
usual unnamed officials suggested that 
this was just another attempt to deflect 
attention from the White House. 

At least four congressional committees 
and the Customs Service are looking into 
the legality of the gunrunning to Nicara- 
gua, though only one, under Representa- 
tive Michael Barnes, managed a hearing 
before the recess. If, as the surviving 
crewman alleged, the fatal flight originat- 
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ed in Miami, it would have violated both 
the Arms Export Control Act and the 
Neutrality Act, which forbids Americans 
to make war against a country with which 
the United States is at peace. 

If the CIA’s fingerprints are found on 
the arms lift, this would be a violation of 
the terms of last year's intelligence auth- 
orisation, as well as of the terms of the 
earlier contra-aid bill. If tracks are traced 
to the White House, it will give Demo- 
crats an excuse for outrage—but too late 
to affect this year's elections and too early 
for 1988. 


Florida 


A shoot-out for 
sheriff 





P 
C rd In the planning rooms of 


; the Democratic senatorial 
 CwWw&—7 campaign committee, the 
colour-coded maps show Florida as a 
bright spot. The Democrats have high 
hopes that the governor, Mr Bob Gra- 
ham, will unseat the incumbent senator, 
Mrs Paula Hawkins, in November. Inde- 
pendent polls, with rare exceptions, have 
shown Mr Graham leading with a com- 
fortable margin of around 1095. 

Mr Graham, who must by law give up 
the governorship this year, makes little 
effort to hide his confidence; he told one 
reporter that he has already been shop- 
ping for a house in Washington. His 
optimism is well grounded. With his dis- 
arming manner, puckish wit and Harvard 
breeding, he has become one of the most 
popular politicians in the history of the 
state. One of his trademarks, as gover- 
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The Senate as judge and jury 


If a man had to choose when to be tried 
by Congress, he would not pick the 


closing days of the session in an election, 


year. Judge Harry Claiborne, of the 
federal circuit court in Nevada, had 
insisted on the first impeachment trial 
for 50 years in the hope that full and slow 
deliberation in the lawmaking body 
would clear his reputation. His hopes, 
extravagant as they were, were disap- 
pointed as soon as the dates were set. 

Judge Claiborne came to his trial al- 
ready convicted of, and serving a prison 
sentence for, the falsification of his in- 
come-tax returns, His prosecutors, a 
nine-man team from the House of Rep- 
resentatives, had drawn up four articles 
of impeachment but suggested that he 
might as well be declared guilty at the 
start. The Senate disagreed. Senators did 
not want to be deprived of the rare 
chance to sit in judgment and, if they saw 
fit, overrule the judicial arm. But some 
form of shorthand was essential if they 
were to get home; so, for the first time, a 
special committee of 12 senators, six 
from both parties and all lawyers, was set 
up to hear the evidence and report to the 
full Senate, which would then hold the 
trial. 

Judge Claiborne wanted the testimony 
heard before the full Senate, as has been 
done in the past. He appealed as far as 
the Supreme Court, but was turned 
down by everyone. Judge Claiborne and 
his lawyer then tried to expand the case 
beyond the articles of impeachment by 
asking to call witnesses to a federal 
“vendetta” against Nevada in general 
and the judge in particular. Senator 


nor, has been to work (or play) for a day 
alongside Floridians: unloading Japanese 
cars with longshoremen in Jacksonville, 
for example, or guest-conducting the Is- 
raeli Symphony Orchestra when it ap- 
peared in Miami Beach. “A political 
performance, not a musical one", said 
one reviewer. 

The governor's political appeal stretch- 
es across the spectrum. He long ago won 
the devotion of liberals with his support 
for environmental and educational pro- 
grammes. More recently, he has won the 
backing of conservatives by unflinchingly 
supporting Florida's death-penalty law. 
He has refused clemency to 16 people, 
more than any other governor. His name 
sometimes crops up when people talk of 
Democratic vice-presidential candidates 
in 1988, though for the moment he dis- 
courages talk of that sort. 

The political career of his opponent, 
Mrs Hawkins, has been neither as lucky 
nor as enjoyable. She has been the under- 
dog in every election she has fought. As a 
newcomer to politics in 1970, running for 
the state board that regulates electricity 
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Charles Mathias, the chairman of the 
Senate panel, said this was irrelevant to 
the charges. At this stage, about half the 
panel felt they were proceeding too fast. 

When the judge was sent to the Senate 
for his trial, on October 7th, the senators 
showed every intention of playing their 
part seriously. Up to 80 of them attended 
the trial, an almost unprecedented num- 
ber to be in the chamber at once; they 
read their transcripts of the hearings, sat 
still and kept quiet, though this was 
perhaps because they could ask only 
written questions. They took the advice 
of the House trial managers, however, 
and called no witnesses, relying entirely 
on the evidence of the committee. The 





prices, she called herself "the fighting 
housewife". The title was less happy 
when she ran in 1980 for the Senate, but 
she just scraped by, helped by splits 
among the Democrats and the long coat- 
tails of Mr Reagan. In the Senate, she 
achieved some notice as a champion of 
missing and abused children; she once 
shocked a television audience by reveal- 
ing that she herself had been sexually 
abused at the age of five. But many of her 
colleagues thought her inconsistent and 
insubstantial on weighty issues. The press 
called her “Betty Boop", after a 1930s 
cartoon character, because of her pen- 
chant for malapropisms. One Washington 
magazine included her in its list of the ten 
worst senators. 

As if that were not enough, Mrs Haw- 
kins had also been dogged by bad health. 
In late March she underwent major sur- 
gery on her neck and spine for an injury 
suffered four years before, when a televi- 
sion prop fell on her during an interview. 
For three months her doctors forbade her 
to use the telephone, discuss political 
strategy or even read newspaper accounts 
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result was a conviction of Judge Clai- 
borne on three of the four articles (con- 
viction on one being sufficient to im- 
peach) and in record time. Impeachment 
trials in the past have lasted, on average, 
17 days. This one lasted two. 

Judge Claiborne was perhaps too evi- 
dently guilty; he was taken to the court 
each day from a Marine Corps lock-up in 
Virginia, handcuffed between federal 
marshals. He had had his day in court 
several times already. His shameless in- 
sistence on remaining a judge, and draw- 
ing his judge's salary, while in jail made 
his prosecutors impatient to remove him 
by impeachment, the only means avail- 
able. There was perhaps nothing in the 
way of exoneration that the Senate could 
have discovered. But the trial did not 
look altogether fair; and as it ended, 
Senator Howell Heflin of Alabama was 
proposing a bill to set up independent 
commissions to impeach judges instead. 

Having flexed its muscles in this case, 
the Senate is not about to relinquish its 
power of impeachment. It has stream- 
lined the system; at this clip, impeach- 
ment trials could almost become routine. 
But it may have to work a little harder 
next time. 

Judge Alcee Hastings of Florida is 
apparently about to be recommended for 


impeachment by the Judicial Confer- 


ence, the policy-making arm of the judi- 
ciary, for allegedly selling favours to 
racketeers. Since he was acquitted when 
the case went to federal court, in 1983, 
the burden will truly be on Congress to 
make its own findings as to whether or 
not to remove him. Merely to duplicate 
the judgment of the courts, and to do so 
in haste, is not what impeachment trials 
ought to be about. 





of the race. When she returned to cam- 
paigning, in June, with a lot of ground 


lost to Mr Graham, she was still in a noo 


brace. Her determination in adversity has 
won her support, however, and about 
70% of voters in a recent poll said they 
approved of the way she handled her job. 

Mrs Hawkins’s campaign war chest was 
nearly empty until President Reagan 
swept through Miami in August. He has 
now made two appearances for her and 
promises a third, more than he has made 
for any other embattled senator. By mid- 
August, Mrs Hawkins had raised $5m to 
Mr Graham's $4m. By election day, No- 
vember 4th, the total spent may well have 
reached $15m: the second-biggest of the 
season, after California. 

The race is being fought on a single 
issue: crime, and, in particular, drugs. 
Mrs Hawkins opened this front early, 
styling herself as the "'Senate's general in 
the war on drugs". She produced a melo- 
dramatic commercial in which she 
claimed credit for going to China to 
intercede personally with Chairman Deng 
Xiao Ping to stop exports of the narcotic 
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September 22nd 1984, we said at the time that the 
British economy was a particularly promising investment. 

It was. 

The offer price of our accumulation units rose to 
91.1p in the Trusts first two years. An increase of 
82.206. Over the same period the Financial Times 
Ordinary Share Index increased by 57.596 
(adjusted for the reinvestment of net income). 4 
But youre by no means too late to join our $= 
new Trust. Because the British economy is 
; still a sound prospect, with plenty of 
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Gross Domestic Product in the UK. “YIN 
is predicted to rise 2796 over the next twelve 
, months. A high level of consumer expenditure 
| will provide the major stimulus to the economy. Corporate 
| Prolits are expected to increase by 10%. Interest rates should 
, continue to fall and inflation should remain at its current 

| low level at least until early 1987. : 

| Markets for British goods are expanding. New retail 
| ventures are Se 
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Our Unt-UK Equity Trust invests in mainly British 
co " ne ,large and small, old and new, Manulacturing and 
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It aims for long-term capital ee mM 
Our investment advisers are Barclays de Zoete Wedd 
Investment Management Limited, an experienced 





poma 


The minimum investment is £500. An initial charge of 5% is made which 


of the netasset value of the Trust, deducted weekly from income. In accordance 
— with the terms of the ‘Trust Deed, the managers may increase the annual 


nV Lump Sum Investment: PWE enclose cheque/draft in your favour for 
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the next dealing day following r reccipt of the application. 
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The Trust is based in the politically stable Isle of Man, 
where there are no domestic taxes on the Trust, or on the 
income paid to unit trust holders resident outside the Island. 
The fund will receive dividends from United Kingdom 
equities net of UK income tax. = 
For anyone resident abroad, the Trust provides | 
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ze We ink a minimum of £500 to join the 
= Ne Barclays Uni-UK Equity Trust. P 
d we give you a choice of ways to 
invest. | 
Choose accumulation units, and we will |. 
automatically reinvest the income in order to | 
enhance the value of your investment. 
Or choose income units, and we will pay you the 
income generated by your investment annwally on 
30th September. E 
However, the emphasis of this trust is on capital growth, 
and any income distributed will be small. | 
Please use the subscription form below, specifying 
accumulation or income units. 
PRICE AND YIELD. 
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The offer prices of the income and accumulation units | 
were 89.0p (xd) and 91.1p respectively on 16th Sept. 1986, 
when the quoted gross yield was 0.3%. Prices are calculated | 
each Tuesday and units can be bought and sold on that day | | 


Remember that the price of units, and income 
from them, can go down as well as up. Past performance i is 
not necessarily any guide to the future. 






Management aria to 17205 by giving unitholders 3.month’s notice. 

You can sell back units-on any of the dealing days at a price not less: 
than the realisation price calculated in terms of the Trust Deed under which 
Barclaytrust Isle of Man Limited is Trustee. 
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The good old days: 
-Fate boss: "Where's Pilkington!?" 
- Worried secretary: “I don't know, sir. 
— . .He'shotin his office” 
- Angrier boss: "I don't care! 
I want him now! The customer's 
eu waiting for an answer!" 
Forlorn secretary (running down 
corridor): "Yes, sir. l'Il see 
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The modern office: 

Calm boss: “Where's. : 
Mr. Pilkington, Mary’ ou 

Cool secretary: "He's not: 
in his office, but I'll 
page him. Just a 
moment, please...” 


Pilkington: "Blkington here.. F 
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Brave Hawkins, confident Graham 


methaqualone. But Mr Graham has ar- 
gued that Mrs Hawkins’s votes do not 
match her claims. Three times in the past 
six years, Mr Graham has said, Mrs 
Hawkins supported budget cuts that 
weakened federal efforts to intercept 
smugglers or educate children to avoid 
drug use. Besides, Mrs Hawkins admitted 
that she never talked to Mr Deng. 

As election day approaches, the com- 
mercials are getting nastier. Mrs Haw- 
kins’s latest takes Mr Graham to task for 
signing a bill that allows prisoners to earn 
early release for good behaviour. This, 
she says, allows drug pushers to leave 
prison *'to stalk our streets and kill our 
kids". 

In the state that gave the world “Miami 

. Vice", it may be appropriate that the 
candidates for the Senate should be be- 
having more as if they were running for 
sheriff or for head of the police depart- 
ment. But the army of old people who 
have come here to retire, the residents 
battling developers along the coast and 
the drought-battered farmers probably 
have a few other questions they would 
like to see debated, too. 


South Carolina 
Mud-rassling 


COLUMBIA 


^$ Charges of anti-Semitic 
dirty tricks, McCarthyism 
and deceptive advertising 


are turning the South Carolina governor's 
race into a brawl. The sluggers are Mr 
Carroll Campbell, a conservative 46-year- 
old Republican who has served for eight 
years in Congress, and Mr Mike Daniel, 
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also 46, South Carolina's moderate Dem- 
ocratic lieutenant-governor. At stake is 
whether the Republican Party can engi- 
neer the final breakthrough, becoming 
the majority party in this once solidly 
Democratic state. 

Mr Richard Riley, the enormously 
popular outgoing Democratic governor, 
is viewed by many as the key to a 
Democratic victory on November 4th. 
The governor is campaigning vigorously 
for Mr Daniel or, perhaps more accurate- 
ly, against Mr Campbell. Governor Riley 
and Mr Campbell, both natives of Green- 
ville, South Carolina, were on opposite 
sides of the issues in the 1960s and 1970s, 
particularly those touching race. While 
Mr Riley, then a state senator, was work- 
ing for peaceful integration of the schools 
in the early 1970s, Mr Campbell led an 
anti-busing march from Greenville to Co- 
lumbia, the state capital. Governor Riley 
has never forgotten that. 

Nevertheless, Mr Campbell is viewed 
by some as a model of the new breed of 
Republican leader in the modern south. 
Handsome, blond and articulate, he and 
his organisation are actively seeking black 
votes and the support of big business. He 
is a businessman himself, the former 
owner of 40 parking garages and 13 
Burger King franchises in the state. Mr 
Daniel, by contrast, is a lawyer and the 
son of a textile worker. 

Both men promised to run their cam- 
paigns on the issues, but the mud has 
been flying recently. Mr Campbell is 
accused of using anti-Semitism to launch 
his career in 1978. Under increasing pres- 
sure, he has released questions from a 
poll he took in 1978 to find out whether 
voters cared that his then-opponent, Mr 
Max Heller, was “a foreign-born Jew who 
did not believe in Christ as the saviour.” 
Mr Campbell and his aides maintain that 
the question was "legitimate demograph- 
ic polling". South Carolina's Jews, who 
make up less than 1% of the population 
but are prominent in the law, politics and 
business, may well think otherwise. 

Mr Daniel, who is trying to carve a 
niche for himself as the man who will 
carry on the progressive programmes of 
Governor Riley, is criticised by his oppo- 
nents as dull and ineffective, but he has 
not hesitated to thump Mr Campbell 
when necessary. Recently Mr Campbell, 
jumping on the anti-drug bandwagon, 
had his urine tested. He challenged Mr 
Daniel to do likewise, but the lieutenant- 
governor refused, saving he would not be 
coerced by McCarthyist tactics. 

Mr Daniel has also criticised Mr Cam- 
bell's implication, in his television adver- 
tisements, that the Republicans helped to 
pass a penny sales tax increase last year to 
pay for Governor Riley's highly praised 
programme to improve South Carolina's 
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poor schools. 

In fact, Mr Campbell and his party 
opposed the penny sales tax. If Mr Camp- 
bell wins, the face of South Carolina 
politics could be changed for good. Who- 
ever wins, the face of the state has been 
changed for the muddier. 


The New York Times 


ouccess(ion) story 


NEW YORK 


The years of speculation over who would 
succeed Mr A. M. (Abe) Rosenthal, the 
brooding, brilliant chief editor of The 
New York Times, who was due to retire 
next year at 65, are over. The newspa- 
per's publisher, Mr Arthur Ochs (Punch) 
Sulzberger, has named Mr Max Frankel, 
who is 56, to take the job. He will start 
next month. 

Mr Frankel is a respected and sophisti- 
cated journalist who is currently editor of 
the Times's editorial page. His appoint- 
ment was popular with a majority of the 
paper's 750 reporters and editors, some of 
whom had thought that Mr Rosenthal 
would attempt to hold on to his power 
past his statutory retirement. But al- 
though he has been given the title of 
associate editor and will write a column 
twice a week, Mr Rosenthal's reign is 
over. Mr Frankel will be in undisputed 
editorial command. 

The Times has long been the quality 
newspaper in New York city. Under Mr 
Rosenthal, it has greatly expanded its 
kingdom. Although the Times does espe- 
cially well throughout the north-east, it is 
acknowledged to be the first truly nation- 
al paper (a trimmed-down edition is now 
available across the country) and a major 
influence on what news is covered, and 
how, in both print and electronic media. 

Over the past ten years Mr Rosenthal 
has virtually transformed the good grey 
Times, respected for its thorough but 
generally dull treatment of national and 
international developments, into a much 
livelier and more interesting paper, pro- 
viding readers with coverage of every 
aspect of life, ranging from fashion to 
science, from culture to technology. His 
innovations have been a popular and 
financial success. The Times readership 
has increased substantially, heightening 
its appeal to advertisers. 

Mr Rosenthal's accomplishment is due 
in large part to assembling a first-rate 
staff. Managing his talented stable of 
editors and reporters, many of them pri- 
ma donnas, has not been easy. There 
have been defections, accompanied by 
accusations that he had favourites or 
discriminated against individuals. Staff 
morale has frequently been low, but dis- 
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content and politicking behind the scenes 
have rarely affected the paper. 

Charges that the Times under Mr Ro- 
senthal had become increasingly neo- 
conservative were voiced from time to 
time. He was perhaps more vulnerable to 
the tone of local boosterism that has been 
especially marked since the onset of New 
York’s financial crisis over a decade ago. 
There has been little bite to the Times’s 
coverage of municipal government, and 
its treatment of property development, 
one of the city’s most important indus- 
tries, has until recently failed to dwell on 
its political dimension, 

It is also true that unevenness has 
marked reporting in new areas. Cultural 
coverage has lacked wit; and even its 
much-vaunted international coverage, 
with its emphasis on the Soviet Union, 
the Arab-Israeli conflict and South Afri- 
ca, slights or ignores developments else- 
where. Despite its shortcomings, though, 
the Times remains something of a marvel. 

In changing the guard, Mr Sulzberger 
has opted for continuity and integrity and 
perhaps a little less abrasiveness. Mr 
Sulzberger will be retiring himself in a few 
years, and has been grooming his son as 
his successor. This past summer, he took 
steps to ensure that the Times, a public 
company, will nevertheless remain under 
family control. Outside investors have 
been hoping that rifts in the family might 
enable them to mount a takeover at- 
tempt. Mr Sulzberger has arranged that 
dissident relatives will first offer their 
stock to the family which has been in 
control for almost 100 years. And his 
choice of Mr Frankel means that the 
institution, rather than the individual, 
will continue to prevail at the Times. 


Busing 
Magnetic attraction 


SAN FRANCISCO 





Busing is out of favour these days. The 
court-ordered shifting of school-children 
from their home neighbourhoods to more 
distant schools to achieve racial balance 
in the classrooms is abominated by the 
Reagan administration and no longer 
much advocated even by civil-rights en- 
thusiasts. In hundreds of communities, 
however, the process goes on. More than 
500 cities are still under integration orders 
from the Justice Department. And in the 
city that started it all, Topeka, Kansas, 
where the original Brown v. Board of 
Education case was brought in 1954, the 
child who featured in that case is back in 
court as a parent, arguing that the Topeka 
schools are not much less segregated now 
than they were then. 


“=e This autumn two cities, San Jose in 
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Desegregation can be fun 


California and Yonkers in New York, 
have been ordered to introduce busing for 
the first time. In both places, minority 
families live in the older, poorer, central 
part of the city and whites in the new, 
affluent, peripheral districts. Segregation 
in the schools is a consequence of this 
housing pattern. In Yonkers, the school 
population of 18,500 is 52% white and 
48% minorities; the court order, to inte- 
grate the junior and senior high schools 
completely this year, was brought at the 
insistence of blacks and, in pursuit of it, 
5,000 children are bused every day. In 
San Jose, with 29,000 children, about 
6,000 children are bused every day to 
achieve a proper racial mix in all the 
schools. This was the first court order to 
be imposed entirely at the insistence -of 
Hispanics, who make up a third of the 
minority enrolment in San Jose. The 
schools are meant to be racially balanced 
within four years. 

As the orders have taken effect, most 
of the old problems of busing have resur- 
faced: pupils on the wrong buses, parents 
waiting hours for lost children, drivers 
unsure of their destinations or their 
routes. In San Jose, some children travel 
an hour each way, the sort of endurance 
test which eventually scuttled busing in 
Los Angeles. There is a lot of extra 
expense: both school districts have 
claimed, and obtained, between $11m- 
16m from their states. But what is differ- 
ent about the San Jose and Yonkers 
programmes, as with the plans introduced 
in recent years in a few other cities, is an 
element of choice. 

In both cities, parents have been given 
a range of options as to which school they 
prefer. Sometimes, their children are 
even allowed to remain in the neighbour- 
hood. Such “choices” are made possible 
by broadening neighbourhood bound- 





aries, shifting teaching staff, moving 
equipment and libraries to new settings 
and, especially, setting up "magnet" 
schools. Magnet schools centre round 
programmes attractive to most children 
of all races, such as photography, music, 
environmental studies, the performing 
arts and computers. Many schools have 
increased their attractiveness to working 
parents by adding extended day-care. 
Behind these glittering opportunities the 
school officials are working all the time, 
juggling the numbers, closing schools as 
their mix becomes unbalanced and trying 
to stay within the confines of the court 
order; but it turns out that the parents, 
simply by shopping around for what most 
pleases and suits their children, come 
near to achieving desegregation by 
themselves. 

One indication that the system is work- 
ing is in reports, from both Yonkers and 
San Jose, that "white flight"—the remov- 
al of white children from the city public 
schools into uniformly white suburban 
private schools—has not occurred this 
year. The reverse is even happening in 
Yonkers: parents are moving their chil- 
dren out of the private schools to take 
advantage of the magnet programmes, 
even though it means rubbing shoulders 
with blacks and Hispanics. 

Optimism is not universal. White flight 
in Norfolk, Virginia was so widespread 
that the school district argued in federal 
court that the children should be allowed 
to return to neighbourheod schools. A 
federal appellate court has approved this 
request, and children in the first six 
grades have gone back to the schools 
nearest their homes. Norfolk's case may 
yet go to the Supreme Court, but the new 
chief justice, William Rehnquist, is on 
record as having opposed the desegrega- 
tion of schools in the past. 
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muscle wasting disease. 


Doctors did not expect her to live e 
age 2. She has proved them wrong, 
the treatment that made. this possible is 


expensive. 


A national appeal for ec stamps has 
been organised to raise money—please 
send any you have (even small quapHies 


to: 


Mrs C. L. SANDS, 
Gemma Smith 


Stamp Appeal Organiser, 








return of over 25% in sterling (over 16% 


in US$). Offer to offer basis with gross > 


dividends reinvested 23.5.80 to 25.9.86. 
EXPERTLY INVESTED. 


Despite volatile markets this expertly invested bas- 


ket’ of leading currencies has consistently met the 
aims of the Fund's managers ~ long-term capital and 
income rowth, 





LOWCHARGES 


The fund's offshore location allows it to pay all returns 
to investors gross. Charges are 242% at entry and /o% 





per. annum thereafter. Minimum. investment: 
US$3,000 or the quivalent in any. major currency. 


INFORMATION 


All dividends are paid gross. For a copy of the 









: prospectus and an application form on the sole basis of 
| which an investment may be made, please. complete 
| and return the coupon. As always you should 


remember that the price of shares máy go down: aswell 


| Hs up. 


Guinness Mahon international Fund Limited ís an 


open-ended investment company incorporated in. 
, Guernsey. AML age classes have been ¢ admitted tothe. 


Gana Smith aged 5, subse foma. d ; 


15 FONBLANQUE ROAD, 
ETE a INY. Europages. The European business dreon 






1987: 5th edition. ! 
When you're selling or buying 
on the European market, reach | 
first for Europages: 130, 000 
companies classified by 
business sector. 286,000 copies. 
distributed in 11 countries. 

So if you want to breeze . 
through Europe, browse a little 

| first - through Europages. And 
open a whole new chapter on 

. your European business, 























Central Office: GEDI ~ B, Tue de podes de Ville - - 92200 Neuliiy-s/Saeine- France 


IN TERNATIONAL CURRENCY M AN AGEME NI 


uinness Mahon pioneered the . 
C concept of the offshore managed € 
currency fund with the launch of . 
he International Fund in May 1980. . 
Since launch the fund has produced à. 
total sterling return of +310% (+154% | 
in US$) — that's an average annual - 
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YOU CHOOSE 7. Y 
WE PERFORM (GUERNSEY) LIME 







_ | (GUERNSEY) LIMITED 
d P.O. Box 188, La Vieille Cour, : 
«M. St. Peter Port, Guernsey, 
Channel Islands. 
| i Or telephone (0481) 23506 
[| ortelex 4191482 GUIMAC G 


Please send mea copy of the prospectus for 

« the Guinness Mahon International 

“Managed Currency Fund (on the sole basis 
i of which an investment may be made). 
























Arcumulatiu uada on an offer to affer basis 28.90.85 do 28.9.86. 


0 offer service gat the highest leveli in today’ $ čapital markets. an investment 
ank must do more than simply deal in the full range of instruments available. 
must organise itself in a way which allows those instruments to be used in comb: 
t ations which are imaginative and innovative on its clients: behalf. 

ounty NatWest Capital Markets has been organised to do just that. 
ur dealing facilities are unusually integrated, operating from trading rooms 
cola money, currency, bullion, swaps and fixed interest domestic and 


se short lines of communication enable us sio construct transactions mode 
p n different e elements — and thus, to maximise value added for the borrower 
or the i investor. Nori is this structure the only area of strength re 


dn technical analysis, development is rapid. Advanced computer modelling 


systems make for sounder strategies in trading, hedging and risk management. 


 Andininternational reach, our resources will allow investors in securities such 
as US treasuries or UK gilts to deal with County NatWest dealing centres in 
every major time zone. 

— Add all this to the financial strength that comes from the full and committed 
backing of NatWest Investment Bank, and you have an operation ready to take on 
‘the world’ $ most substantial investment banks. | 
| And à lso, mar we e suggest, the world’ $ most substantial tients 











FROM OUR BRUSSELS CORRESPONDENT 


“The government may not have. fallen 
yet, but it has certainly fallen into ridi- 
cule." Thus La Libre Belgique, voice of 
Belgium’s French-speaking Christian 
Democratic establishment, on October 






ive French remark about the Belgians., 

The newspaper was commenting on the 
previous day's remarkable, and unques- 
tionably ridiculous, events. They had pro- 
duced a-full-scale government crisis over 
the linguistic abilities (or lack of them) of 
a mayor in eastern Belgium. The prime 
minister, Mr Wilfried Martens, had to 
Offer his resignation because his centre- 
right coalition could not agree whether 
the mayor, Mr José Happart, a French- 
speaker who had been dismissed for re- 
fusing to take a Dutch-language test, 
should be reinstated. 

King Baudouin, seeking to calm the 
umpteenth squabble of his 35-year reign 
between his Dutch- and French-speaking 
subjects, sensibly put the resignation of- 
fer on ice. The hope was that, given more 
time, Mr Martens would find a face- 
saving formula to keep his coalition of 
hristian Democrats and right-wing Lib- 
als together. 

Although even the politicians them- 
selves agree that the crisis is absurd, there 
is a great deal of inevitability in it. The 
tension between the Dutch-speaking 
Flemings in the north and the French- 
speaking Walloons in the south has domi- 
nated Belgian life since the country be- 


came independent in 1831. Continual 
adjustments have created a delicate. bal- 


ance that a minor incident can upset, 


setting off a predictable series of reactions - 


within each community. 

The. Happart affair touched. off these 
reactions almost as mechanically as the 
shooting in Sarajevo activated the system 
of alliances in the Europe of 1914. Minis- 
ters from the Flemish wing of Mr Mar- 
tens's own Christian Democrats said they 


would resign in a body if Mr Happart 


were reinstated. Their French-speaking 
colleagues said they would quit if he were 
not. The prime minister asked whether 
Mr Happart o could be deputy. mayor, at 





"Le Belge est toujours ridicule" 


= Liége. He does not speak much Dutch, 


th, inviting recollection of that offen- 








A splitting headache for Martens 


least for the time being. Only under 
- certain conditions, said the Flemish min- 


isters. Yes, said the French-speakers, but 


not under those conditions. 


Mr Happart’s little commune—Four- 
ons in French and Voeren in Dutch— 
became a potential Sarajevo of Belgium’s 
language war as soon as it was transferred 
from the French-speaking province of 
Liége to the Dutch-speaking one of Lim- 
burg when the government last tried to 
tidy up the language frontier in 1963. It 
caused the government to fall in 1971, 
when a plan to remove the commune 
from Limburg and administer it directly 
from Brussels infuriated Flemish minis- 
ters. Only a third of its 4,500 inhabitants 
speak the local Dutch dialect. (Many 


more, to the puzzlement of outsiders, 


speak the local, very low, Low-German, 
which official domi ignores. ) 


_ separate communities. It was their preoc- 
cupation with pushing through a pros. 
gramme of devolution—for Flanders and 


country’s economic recovery at the begin- 


public. spending by BFr200 billion ($4 


about language is so much more exciting 












































Mr Happart became mayor in 1982 
the head of a party list committed to 
getting the commune transferred back to 





and stubbornly refuses to learn more. The 
Limburg authorities told him that as a 
local mayor--and civil servant—he had to 
know the administrative language of the - 
province, which is of course Dutch. They. 
summoned him for a language test in 1983. 
and, when he refused to take it, sacked - 
him. Mr Happart, who has since become. 
a Socialist member of the European Par- 
liament, appealed against the dismissal to. 
the Council of State, which advises the- 
government on constitutional matters. It - 
rejected his appeal on September 30th. — 

If. Mr Martens fails to settle the Hap- _ 
part problem, the resulting constitutional. 
crisis could throw up once again all of | 
Belgium's unresolved linguistic issues, in- 
cluding the status of Brussels, which is the. 
thorniest of them all. Brussels, an enclave 
in Flemish territory, is officially bilingual _ 
although less than 20% of its inhabitants _ 
are Dutch-speakers. The question of | 
whether it should be given the status of a 
fully-fledged third region, alongside Flan- - 
ders. and. Wallonia, has. for years been 
denied a clear-cut answer. It has been 
made a third entity, but not on equal 
footing with the other two. 

" Rational-minded outsiders might think 
thatthe Belgians, with one of the highest 
unemployment levels in the EEC (13%) 
and a public-sector deficit equivalent to. 
almost 12% of GNP, ought to find other . 
things more important than the question 
of tongues. But these issues reach right 
down.to a community's sense of identity; 
and the glum. fact is that, in some impor- 
tant ways, the Belgians are still two 


Wallonia, but not for Brussels—that, in 
many observers' judgment, delayed the 


ning of the 1980s. This forced a devalua- 
tion of the Belgian franc in 1982. 

- Economic considerations explain why 
the Liberals, the junior coalition part- 
ners, have not split so deeply along lan- 
guage lines as the Christian Democrats. 
They want to give first priority to imple- 
menting the government's plans to c 


billion) this year and next. But arguing 


than doling out Hen 
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France 


Should one retire 
at 70? 


FROM OUR PARIS CORRESPONDENT 





“A man can announce before he is 70 that 
he is going to stand again for president. 
After that, it’s much more difficult.” So 
President Mitterrand, in his most brain- 
teasing style, told an old friend earlier this 
year. He was implying that if he were to 
be a candidate again, he would let the 
world know before his 70th birthday, 


which falls on October 26th. With his 


eighth decade nearly upon him, Mr Mit- 
terrand has indeed spoken up. Talking to 
reporters on October 13th, he said that 
whenever he thought of the question, 
everything led him to think he would not 
stand again. 

Clear enough, or so it seemed. Mr 
Mitterrand would have several good rea- 
sons for leaving after a single seven-year 
term. Quitting while he is ahead is one. 
Although the Socialists he leads lost the 
parliamentary election in March, his per- 
sonal reputation has soared since then. 
Further, given the length of a term, a 
second one is a lot to ask for—even if 
“cohabitation” has limited the president's 
powers. Mr Mitterrand, like Presidents 
Giscard d'Estaing and Pompidou before 


The Mafia is back 


FROM OUR ROME CORRESPONDENT 


"As you can see, a life is not worth a cent 
here", was the bitter comment of a 
crime-squad officer in Palermo after last 
week's gunning down of two Mafia vic- 
tims—one of them an 11-year-old boy, 
Claudio Domino, whose father was said 
to have rejected demands made by local 
members of the Mafia. In neither case 
have the murderers been found. Investi- 
gators fear that a new crop of gun-happy 
young Mafiosi are trying to take the 
place of the older ones whose trial is now 
labouring towards its end. 

This biggest Mafia trial ever—with 468 
accused in court, the equivalent of a 
whole generation of Sicilian members of 
the organisation—has been dragging on 
since February in a specially fortified 
Palermo courthouse. It is the result of an 
impressive effort by the police and by 
investigating magistrates. But, as recent 
events have shown, it is not enough. 

A new spate of killings in Sicily and in 
Calabria, mainland Italy's southernmost 
and poorest region, has again drawn 
attention to a phenomenon which, in the 
words of the interior minister, Mr Oscar 
Luigi Scalfaro, “cannot be reduced to a 
mere police problem". According to Mr 
Scalfaro, the police forces have commit- 
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His mind is made up, almost 


him, has thought of asking for the presi- 
dential term to be cut to five years. But 
the right moment for proposing this 
change has so far eluded him. 

Having relatively little to do is plainly 
wearing Mr Mitterrand down. The prime 
minister, Mr Jacques Chirac, now ranges 
widely over the areas—defence and for- 
eign affairs—where Mr Mitterrand had 
hoped to have final say. Every so often, 
the Elysée cat still opens a baleful eye or 
shoots out a paw. Yet without a parlia- 


ted as many men to Sicily as they can 
afford—including 600 who are fully oc- 
cupied in protecting witnesses, jurors 
and judges in the Palermo trial. Mem- 
bers of a parliamentary commission have 
proposed the creation of a special anti- 
Mafia police force, run from Rome, in 
order to improve co-ordination and re- 
duce personal risks for magistrates and 
policemen working in small-town 
offices. 

Those risks can be high. For example, 
after the assassination of a magistrate in 
Trapani, in western Sicily, an attempt 
was made to murder his successor; it 
failed, but a young women and her two 
children were accidentally killed. The 
magistrate obtained a transfer to Rome. 
Local policemen are often either too 
intimidated or too inefficient to act. 

With most of the government's efforts 
concentrated in Sicily, the Mafia's coun- 
terpart in Calabria, an organisation 
called the 'Ndrangheta has been allowed 
to prosper. So claims a hard-pressed 
young magistrate, Mr Vincenzo Macri, 
who has issued 75 warrants against al- 
leged 'Ndrangheta members this month. 
The local police say that there have been 
82 murders in the province of Reggio 








mentary majority to back him up, Mr 
Mitterrand's promptings have little force. 

One of his few trumps is the power to 
call a presidential election before it is due 
in the spring of 1988. To preserve this 
card's value, Mr Mitterrand must keep 
the conservatives guessing about his real 
intentions. Having "announced" on 
Monday in his talk with reporters that he 
did not plan to stand again, he carefully 
added that he still had 17 months in which 
to change his mind. 


Sweden 
Uncivil servants 


FROM OUR NORDIC CORRESPONDENT 





Well-disciplined Swedes are showing that 
when discipline is relaxed they are jus 
like anybody else. Traffic wardens are o 
strike in Stockholm, and parking behav- 
iour has become positively Mediterra- 
nean, with cars strewn all over the place. 
And the effects of the public-sector 
strikes which have been spreading since 
October 2nd could soon become much 
more serious. By next week, more than 
1m employees may be involved in strikes, 
bans on overtime or other forms of indus- 
trial action. The conflict threatens to 
become one of the widest Sweden has 
ever known. 

The trouble arose because the state and 


They casually killed Claudio 


Calabria this year, and they attribute a 
large proportion of these to gangland 
feuds. 

Mr Macri believes that many of his 
suspects have been making money from 
public-works contracts, thanks to accom- 
plices inside government offices. He says 
that the local gangs have trapped his 
province in a vicious circle. They steal 
government aid, keeping the province 
poor and unemployment high. They then 
have no trouble finding new recruits 
among the poor and the jobless. 
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Centerpointe of Tampa. A dramatic, sculpted, curvilinear design, © — 
providing offices of an extremely high standard by Taylor Woodrow. | 
P Property Company (Florida) Inc. Partners: Devco-a subsidiary of xU 
"Ee USAA. Architects: Fullerton Carey Johnston, Main Contractor: dcs 
e- Taylor Woodrow Construction Corporation. TEES 
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LONDON | 


Commodity Quay at St Katharine-By-The-Tower. When completed it will provide over 243,000 
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square feet of offices, trading floors, residential accommodation and underground car parking and 
will be the new headquarters for the London Commodity Exchange, Client: 5t Katharine-By-The- 


"Tower Limited. Consultant Architects: Watkins Gray International (UK), Structural Engineer: 


Surveyors: Rider Huntand Partners. Main Contractor: Taylor Woodrow Construction Limited. 








Redwood and Pinewood detached homes at Woodlands, Vinters Park, 
Ba. Maidstone-a Taylor Woodrow Homes Limited development. 
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Taylor Woodrow have a proven track record in all aspects 
of Construction, Property and Homes. 

Today there are thousands of team members worldwide, 
and they are our greatest asset. It is this abundance of resources 
and expertise that has enabled Taylor Woodrow not only to 
achieve success in these areas, but also in coal and gas produc- 
tion, sand and gravel operations and a host of allied activities. 

To satisfy our clients requirements and to 
deliver on time and to budget the team brings a 
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‘Taywood Engineering Limited. Mechanical and Electrical Engineer: Taymech Limited. Quantity 





TAYLOR WOODROW 


| . Experience, Expertise, leamwork Worldwide. T 
- China: Denmark : Egypt: Falkland Islands : Gabon Ghana - Gibraltar: Great Britain - Guyana - Hong Kong. 


aland - Nigeria : Oman - Qatar: Saudi Arabia - Singapore Spain Thailand: 
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Heathrow Terminal 4 ; 
project, for which Taylor. 77S 
Woodrow Construction: 
Limited was the manage- 
ment contractor. Client 
British Airports Author. 
Designers; British Airports 
Authority Enginedring ©: i OMS 
Department, Scott Brownrigg À A gs 

and Turner, Engineers: British eee N W 
Airports Authority Engineering ^ WEN 
Department, Sco Wilson Kirkpatrick We 
and Partners. Mechanical: Donald. 
Smith Seymour and Roaley, Electrical: 
McLellan and Partners. Quantity 
Surveyors: British Airports Authority * 
Quantity Surveying Department, Davis Belfield and 
Everest, Currie and Brown. Interior Design Consultants: 
Fitch and Company, Catering Equipment, David Humble 
Associates. 
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Model homes at Beacon Hill Vistas, partof the master planned 
community at Laguna Niguel, Califamia by Taylor 
Woodrow Homes California Limited... : 
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SAUDI ARABIA 


School of Signals complexat Khashm al An, Riyadh. Architects: Cable and Wireless, Consultant cf 
Engineers Structural: Alan Marshall Parmership. Mechanical and Electrical: Williams, Sale 
Partnership. Quantity Surveyors: Baker, Wilkins and Smith. Prime Contractor: Cable and Wireless: 

PLC for MOD/PE, UK. Civil and Building Works Contractor: Taylor Woadrow International ; 
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tradition of craftsmanship and care to every job, together with 
the very best of modern technology. : 
Our successful philosophy of free enterprise and team- 
work is amply demonstrated by the range and variety of projects _ 
both large and small in which Taylor Woodrow team members. 
are currently involved in all five continents. 
If you need help with a U.K. project please contact Ted 
@ Page on 01-575 4354 and for overseas please contact 
| Bob Tippins on 01-997 6641. 
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Stock ts 


Royal Lancaster Hotel, London, 
November 21, 1986 


d The big rise in share prices in the 1980s bas not been | 

. confined to the main financial centres. Many 
investors have prospered in smaller markets, often 
making bigger profits than they would have goti in 
New York, Tokyo and London. 


; Under the chairmanship of Rupert Pennant-Rea. $e 

. Editor of The Economist, world experts and _ 

practitioners in global investment will address the 

— conferenceon the small or emerging markets of 

Europe, Asia and Latin America. They will explore | 
the practicalities of investing there, and the risks 

and rewards. They will also assess whether these 

A markets will provide a useful source of capital for 

| developing countries. 


The event will be of particular relevance to fund 

A managers, stockbrokers and financial advisers. ° 

| Finance directors of multinational companies with 

4 locally capitalised subsidiaries, trading houses, 
development banks and government representatives 
of the countries covered by the various presentations 
will also find the conference of interest. | 


x i Please send me further details on the conference on investingin 
Small Stock Markets, London, November 21, 1986 - 
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Position _ Company 
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Address — 
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Telephone 


Returnto: Catherine Mortier, : 
The Economist Conference Unit, 
25 StJames's Street; London SWIA 1HG 
Telephone: 01-839 7000 Ext 420 
5 1 Telex: 24344 ECON G Attn Conf Unit 
- Tel ipia 9t 839 2966. 3 
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UNITED 
NATIONS 
PLAZA 
HOTEL 


We 
5 AQ 


One United Nations Plaza 
44th Street at First Avenue 
New York, New York 10017 
212 355 34606 

Toul Free 800 228 9000 
Telex 125803 


Suites available for 
corporate lease. 


Managed by 
Hyatt international 











Your MBA at the 
. Rotterdam School of Management 


The Rotterdam School of Management of the Eras- 
mus University is a leading academic institution for 
management education in Europe. . 





The school offers a two year International MBA program in 

General: Management in the English language leading tothe: 

degree Master of Business Administration. The program ré- . - 

quires à full time involvement for two years, 

If you consider yourself à talented. graduate. in engineering, 

natural sciences, social science, Jaw or arts (work experience 
oo is recommended! and if you're interested in an international 
ccc Gareer, fill in the forrs for more imformation. 


ERASMUS UNIVERSITEIT ROTTERDAM 
ROTTERDAM SCHOOL OF MANAGEMENT 
INTERFACULTEIT BEDRIJFSKUNDE 











€ et — — M MÀ € 


i M Please send a brochure of the International MBA program 
| "General Management ofthe Rotterdam School of Manage- 
j ment/Interfaculteit Bedrüfskunde. 

i Namen sl a ac th et lalate 
|| Address: — iiei 
I| OB — n ulis EI E E 

I ; National ity: PEOR ROVER ————————— M E EE 

: Country: coc — ——— M 

“Send itto Erasmus University. Rotterdam School of 

| _ Management - - Attn, Anita Noordzij - Burg. Oudlaan 50 

I 3062 PA printed The Netherlands 






, Phone: 31 - du. 4081927. 
































local-government employers are trying to 
end the 20-year-old practice of guarantee- 
ing public-sector workers the same pay 
increases as those won in the private 
sector. The Social Democratic finance 
minister, Mr Kjell-Olof Feldt, insists that 
this practice must be abandoned if Swe- 
den is to avoid a return to high rates of 
inflation. Blue-collar unions have recent- 
ly begun to voice vehement dissatisfac- 
tion at the fact that when they get a wage 
increase they promptly lose much of it in 
taxes which go to pay higher wages in the 
insatiable state sector. 

The strikes were planned to avoid too 
much harm to innocent bystanders, as the 
phrase goes. But the wider they get, the 
more they are hurting. Saab-Scania has 
had to give lay-off notices to 11,000 
workers because it can no longer get some 
essential car components from the state- 
owned company that makes them. Strik- 
ing crane operators have paralysed the 
port of Gothenburg. A threatened strike 
of marine pilots would, if it went ahead, 
mean a halt to imports of oil; this could 
force the government to declare a nation- 
al emergency, in order to give refineries 
the right to use crude oil from the “‘strate- 
gic” stocks of the stuff. 

On October 13th the prime minister, 
Mr Ingvar Carlsson, ruled out the idea of 
ending the conflict by legislation. This is 
in keeping with a long Swedish habit. 
Although Swedish governments encour- 
age mediation, and often nudge negotia- 
tors to settle a dispute, they prefer not to 
intervene openly. Such intervention is not 
entirely unknown, however. In 1971 the 
late Olof Palme decided that things had 
gone too far, and resorted to emergency 
legislation when a strike by senior govern- 
ment employees was about to produce, 
believe it or not, a lock-out of army 
officers. 


Bavarian election 


Poor second 


FROM OUR BONN CORRESPONDENT 





Mr Johannes Rau, the Social Democratic 
candidate to become West Germany's 
chancellor, deserves top marks for consis- 
tency, but few for credibility. Even after 
his party's disastrous performance in the 
Bavarian state election on October 12th, 
Mr Rau still says he aims for an absolute 
majority in the general election on Janu- 
ary 25th. That ambition looked unrealis- 


tic before the Bavarian result. Now it 
looks like a pipe-dream. 
The Social Democrats in Bavaria 


picked up only 27.576 of the vote, a drop 
of 4.4% since the state election in 1982 


and their worst result there since the 


second world war. They had a more 
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Just another murder 


FROM OUR BONN CORRESPONDENT 


The Red Army Faction has taken its 
terror campaign to the political heart of 
West Germany. Hitherto the RAF (which 
used to be called the Baader-Meinhof 
gang) had struck only outside Bonn, the 
federal capital. But on the night of 


October 10th two members of the group 
shot dead Mr Gerold von Braunmühl, a 
senior civil servant, in front of his home 
in a Bonn suburb. Calling themselves the 
“Ingrid Schubert Commando” (after a 
terrorist who committed suicide in jail), 


the pair left behind a letter attacking the 
“state apparatus” for promoting "an 
imperialist war strategy". 

The murder is thought to have had two 
motives. One was to show that the Red 
Army Faction has the power to strike 
even in Bonn. To emphasise “contin- 
uity", the killers used the same pistol 
with which Mr Hanns Martin Schleyer, 
the employers’ federation leader, was 
killed in 1977. The other motive was to 
try to spread the sense of fear. Mr von 
Braunmühl was head of the political 
department at the foreign ministry, an 
important post, but not a top one. If he 
could be chosen as a victim, then so too 
could many thousands of officials and 


energetic local leader and election cam- 
paigner than before in Mr Karl Heinz 
Hiersemann. But they lost support to the 
Greens, who won 7.5% of the vote— 
comfortably over the 5% they needed to 
give them seats in the Bavarian parlia- 
ment for the first time. 

The Social Democrats still reject a 
formal alliance with the Greens, but in 
Bavaria the two parties may end up 
voting the same way on most issues. Mr 
Rau opposes the idea of even an informal 
understanding with the Greens in the 
Bonn parliament. That could cause him 
trouble after a general election in which 
he failed to win an absolute majority. The 
pressure on him from fellow Social Dem- 
Ocrats to move closer to a common ap- 
proach with the Greens in Bonn would 
then become intense. 

Why did the Social Democrats do so 
badly? They hoped to win votes from 
opponents of the nuclear reprocessing 
plant being built at Wackersdorf in Ba- 
varia. But a lot of the anti-Wackersdorf 
voters by-passed the Social Democrats 
(who want to get out of nuclear power but 
not quite yet), and went direct to the 
Greens (whose opposition to things nu- 
clear is total). The party was probably 
also caught in the tail-wind of the scandal 
over Neue Heimat, a debt-ridden proper- 
ty group which the trade unions have just 
sold into private hands after years of 
bungling. 


businessmen of similar standing. There is 
no way of giving special protection to 
them all. 

The West German terrorists looked 
strong in 1977, when they murdered Mr 
Siegfried Buback, the federal attorney- 
general, and Mr Jürgen Ponto, a senior 
banker, as well as Mr Schleyer. Security 
precautions were tightened, and tougher 
anti-terrorism laws were passed. In 1982 
the police delivered what looked like a 
decisive blow, capturing some of the 
group's main organisers. But by Febru- 
ary 1985 the Red Army Faction was 
back, with the murder of a well known 
industrialist, Ernst Zimmermann, and in 
July this year Mr Karl Heinz Beckurts, 
research director of the Siemens electri- 
cal concern, was killed by a bomb near 
Munich. All this is said to be the work of 
an organisation with only about 25 full 
members, and maybe some 2,000 **sym- 
pathisers": roughly the numbers it had in 
the 1970s. 

Surprisingly, the latest killing has done 
little to disturb Bonn's normal calm. 
West Germans have, alas, grown accus- 
tomed to terrorism—provided it does 
not get too bad, or come too close. 





The Social Democrats argue that Ba- 
varia is a special case, dominated by the 
conservative Christian Social Union of 
Mr Franz Josef Strauss for nearly three 
decades. This time Mr Strauss's party 
collected 55.8% of the vote. True, that is 
down on its score of 58.3% four years 
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Rau has a lot of hard pedalling to do 
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earlier. But the result is good enough to 
give Mr Strauss a strong hand in the pre- 
election bargaining in Bonn with the 
other two parties in Mr Helmut Kohl's 
centre-right government, the Christian 
Democrats and the Free Democrats. The 
Bavarian Free Democrats again failed to 
clear the 5% hurdle, though their share of 
the vote went up a bit. 

Special case or not, the omens for Mr 
Rau are bad. In the state election in 
Lower Saxony in the summer, the Social 
Democrats missed a chance to remove the 
local conservative government. On No- 
vember 9th, voters in the city-state of 
Hamburg go to the polls in the last state 
election before the national one. Ham- 
burg is a red stronghold where the Social 
Democrats won 51.3% of the vote four 
years ago. If they do less well this time, 
Mr Rau's future will look grim indeed. 


Greece 


Hight hook 





. FROM OUR ATHENS CORRESPONDENT 


The voters who went to the local polls 
throughout Greece on October 12th de- 


livered a stinging blow to the country's 


prime minister, Mr Andreas Papandreou. 
His Socialist party lost up to a quarter of 
the votes it polled in the general election 


last year, when it won its second term in 
government. Mr Papandreou, who had 
tried to treat the elections as a local 
exercise unrelated to national politics, 
found his party's strength reduced to 


somewhere near the level of 1977, when it 
was in opposition with little prospect of 
gaining power. 

The main cause of the Socialists’ losses 


was dislike of the government's austerity 
programme, a painful exercise in belt- 


tightening made necessary by the expan- 
sionist policies it pursued when it first 
came to power in 1981. But this was only 
partly to blame. People have also been 


(u increasingly critical of the Socialists’ re- 


cent style. There has been too much 
evident favouritism; there have been fi- 
nancial scandals, such as the alleged mis- 


use of government loans by some farm co- 


operatives; above all, there have been 
signs of what Mr Papandreou himself 
once damned as the “arrogance of pow- 
er". Such arrogance, Mr Papandreou has 
said, undermines the Socialists' promise 
to give ordinary Greeks more say in 
decision-making. 

The Socialists’ losses on October 12th 
were mainly gains for the Communists. 


. Many left-wing voters who left the Com- 


munist camp in last year's general elec- 
tion, when Mr Papandreou appealed for 


. their help to keep the conservatives out, 


returned to it this year. But enough extra 
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Big is bad, 





FROM OUR LISBON CORRESPONDENT 


"Look at those odd black Portuguese 
cows", exclaimed an impressed British 
tourist as the Lusitania Express chugged 
through the olive groves. Actually, the 
train was still in Spain, and the cows 
were young Spanish bulls. The tourist 
was right about the oddity, though. 
While parts of Spain's agriculture are 
competitive, most of Portugal's is in a 
shambles. The European Community 
has awarded Portugal a special ten-year 
aid programme worth 700m  ecus 
($735m). Sceptics say that it will take 
several decades to drag the 28% of 
Portugal's people who live by farming 
into anything approaching the modern 
world. 

In a good year Portugal has to import 
half its food and animal feed. In a bad 
year of drought or late frost, the share of 
imports can reach as much as 70% and 
their cost can exceed $1 billion. Since the 
1920s politicians from the far right to the 
Communist left have claimed that Portu- 
gal can be self-sufficient in grain. But the 
right was too kind to large landowners, 
who comfortably sat on their vast estates 
instead of productively farming them. 

The Communists got their chance to 
do better during Portugal's mid-1970s 
near-revolution. Commissars and gull- 
ible rural workers then seized 3.6m acres 
of private land in the country's eastern 
region, the Alentejo. Thousands of cork 
trees were uprooted to make way for 
wheat. The workers could have been 
spared their toil if they had studied 
Alentejo soil, only two-fifths of which is 
fit for grain. The rest is suited to cork 
and olives or (with preparation and irri- 
gation) to grapes and some vegetables. 
The Communist wheat drive destroyed 
cork-growing. Now, 11 years later, the 
Alentejo is slowly being returned to 
private hands. 


votes also went to the conservative New 
Democracy party to put its candidates 
ahead of Socialists in most places. In the 
three biggest cities—Athens, Salonika 
and Piraeus—New Democracy's candi- 
dates got close to the 50% of the vote 
needed to get elected in the first round of 
voting (the second round takes place on 
October 19th). 

Mr Papandreou appealed to the Com- 
munists to help his candidates block the 
conservatives in the second round, offer- 
ing in return to back Communist candi- 
dates wherever they face New Democra- 
cy rivals. But the Communists demanded 
tangible benefits for their help. For exam- 
ple, they would like a change in the 
electoral law to bring in straight propor- 
tional representation, which could give 
them a passport to power-sharing. Mr 
Papandreou rejects that. The Commu- 
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Mr Anibal Cavaco Silva’s government 
is not de-collectivising the region as fast 
as it had hoped. Parliament has not 
helped him to unravel the legal tangle 
caused by the arbitrary land grabs. Until 
the Alentejo is sorted out, large-scale 
farming will not be easy; only in the 
Algarve in the far south and in the well- 
irrigated Ribatejo are there signs of 
efficient fruit-and-vegetable production. 

Portugal's privately owned smallhold- 
ings in the north present no less of a 
problem. Some 800,000 poorly educated 
farmers own tiny plots of less than five 
acres and produce low-quality corn, po- 
tatoes or kale for their own consump- 
tion. part of the EEC’s money will be used 
to make these farms more productive. 
But that is likely to mean that some 
northern farmers will have to leave the 
land to swell the ranks of Portugal’s 
urban jobless. 














































nists told their supporters to register their 
protest against the Socialists in the Ath- 
ens run-off, though it told them to sup- 
port Socialist candidates against New De- 
mocracy in the rest of the country. 

The prime minister cannot easily 
change track. There can be no easing of 
the austerity programme for at least a 
year, unless the government is prepared 
to face a slide back into rapid inflation 
and daunting deficits. One temptation is 
to resort to an old formula that has 
worked wonders in the past in rallying the 
left: anti-Americanism. The trouble is 
that Mr Papandreou needs tolerably good 
relations with the United States if he is to 
go on getting economic help from the 
western world. He may just have to ride 
out his party’s current unpopularity, and 
hope that something turns up. But he 
doesn't look like a Micawber. 
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FAMILIARITY CONTENT 


International investment opportunities for the private individual have never 
been greater. 

Neither have the problems. 

Financial marketplaces have become ever more complex as the possibilities 
they offer have multiplied. 

It would be beyond the resources of any one person to be familiar with them 
all, and beyond all but a few institutions as well. 

EBC Trust Company (Jersey) Limited is one of these few. 

Through a discretionary Portfolio Management Service, we can open the 
doors fully to international investment opportunity for high net worth individuals 
with an investment potential of £100,000 or more. 

EBC Trust Company (Jersey) Limited is a wholly owned subsidiary of EBC 
Amro Bank Limited, the London based merchant banking arm of Amro Bank. 

EBC Amro has itself made a formidable reputation for successful foreign 
exchange dealing, and through Amro Bank, the Company has access to the re- 
sources and representation of a major international financial organisation. 

This helps give the Portfolio Management Service depth in experience, 
expertise and information, necessary in today's volatile, fast moving financial 
environment. 

Our success is based upon total familiarity with the major financial centres. 
Perhaps yours should be based on familiarity with us. 


IEBC Trust Company (Jersey) Limited 








ALIE Telephone: 0534 36331. Telex: 419 2089. Fax: 0534 39495. 


Please contact us at EBC House, 1-3 Seale Street, St Helier, Jersey, Channel Islands. 





“AIN’T NO DISTANCE 
GREAT ENOUGH.” 
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F YOUR BUSINESS DEPENDED ON TT, CO 
THIS MAGAZINE TO SYDNEY WITHIN 





(om OF THE MAGAZINE IN YOUR 
STEELY GRIP AS AN ARCHITECT'S DRAWING. IT'S 
THE MISSING CORNERSTONE OF AN IMPORTANT 
NEW DEVELOPMENT AND IT'S NEEDED ON THE 
OTHER SIDE OF THE WORLD IN TWO DAYS TIME, 
OR EVERYTHING FALLS THROUGH. 


WHAT DO YOU DO? 


A. PANIC. B. BOOK YOUR DESPATCH MAN 
AN ECONOMY RETURN. C. CALL DHL. 


IF YOU TAKE THE LAST OPTION, YOUR 
PROBLEMS ARE OVER. 


DHL TAKE FULL RESPONSIBLILITY FROM 
COLLECTION TO DELIVERY. DOOR TO DOOR. 
DESK TO DESK. 


WE USE OVER 200 SCHEDULED FLIGHTS 
EVERY DAY AND NIGHT (AND THAT'S MORE 
THAN ANY MAJOR AIRLINE). 


LAST YEAR ALONE WE DELIVERED ON- 
TIME TO MORE PLACES ROUND THE GLOBE 
THAN ANYONE. 


AND AT THE LAST COUNT, WITH OVER 
700 FULL SERVICE OFFICES IN MORE THAN 160 
COUNTRIES, THE DHL NETWORK COVERED 
MORE GROUND THAN ANY OTHER EXPRESS 
COMPANY IN THE WORLD. 


THE WAY WE LOOK AT IT, YOUR BUSINESS 
COULD DEPEND ON EVERY SINGLE SHIPMENT 
YOU MAKE. SOWE MAKE SURE OURS DOES TOO. 

BLUEPRINT, DOCUMENT, PACKAGE OR 
PARCEL, ONLY DHL DELIVERS WHEN YOU 
WANT IT, WHERE YOU WANT IT, WORLDWIDE. 


WORLOWIDE EXPRESS 
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PW4000 life limited enggmmgmparts are 
FAA-certificated more th o times 
longer than the competitions. 
Experience explains why. Our 
commercial engines have flown 
400 million hours longer. As a result, 
PW4000 design integrity is superior. 
Life limited parts alone can save you 
$100,000 each year on maintenance 
cost per twin-engine aircraft. 
Cutting costs. Another long-term 
reward of owning PW4000 engines. 
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Minolta zoom copying 
comes into full bloom. 
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MINOLTA ADVANCES ZOOMING 


e With Triple Paper Stacker Automat cume 


ent Feeder ond 20-Rin Sorter options installed 








Minolta EP4707. 





The full potential of zoom copying realized. 


With the advent of the new Minolta EP470Z, zoom copying 
has entered a new, more-automated era. Àn expanded 1031-step 
documents as small as B5 to as large as A3 and the reduction of 
documents as large as A3 to as small as BO in a single time- 
saving step. 

Beyond its expansive zoom range, the EP470Z is extremely 
innovative. Book Copy, for example, allows the simultaneous 
copying of both left- and right-hand pages of an open book on 
two separate sheets of paper, reducing tiresome page 
repositioning bv half. 

: Margin making, too, has been fully automated. EP470Z 
Image Shift makes margins simultaneously as vou copy. Choose 
from 5-, 10- or 15-millimeter widths, perfect for hole-punching 
and subsequent filing. For documents with too little space for a 
margin, the copy's image can be reduced to an appropriate size at 
the touch of a kev. 

Minolta has also greatly simplified the copying of 
documents on both sides with a Multiple Sheet Bypass that 
automatically feeds up to 20 sheets of paper. Another feature, 

Anamorphic Zooming, can make you more creative. And a range 
of exciting new options improve EP470Z efficiency still further; 
a Triple Paper Stacker, for example, simplifies the handling of 
paper in multiple sizes, and a 2000-sheet Large Capacity 
Cassette meets high-volume copying needs. 

Above all, vou can depend upon the improved Minolta 
Micro-Toning System to provide copies with the same superior 
copy quality — even when enlarging or reducing — that Minolta 
users worldwide have come to rely upon. In addition to the 

:EPA70Z, there's an entire family of other diversely-equipped 
Minolta zoom copiers to choose from; one to fit virtually every 
business application. Raise your productivity; visit vour nearest 
Minolta dealer soon and start zooming the Minolta wav. 












EP35OZ EPABOZ  EP5507  EP650Z 


See Minolta Copiers of; — 





Book Copy 
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Both-Side Copying» 
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MINOLTA 


MINOLTA CAMERA CO UTD Business Eguipmant Operations, 30, Z-Chome, Azuchi Machi, HigashrKu, Osaka, 541, Japan 


Bongiadesh Brothers International Ltd. Nationa! Scouts Bhaban, inser Circulor Road, Kakrail Dhaka, Philippines — Topros Inc. Topros Bidag., Bonawe cor Atok Sts Quezon City, Metro Mania 
GPO. Box 767 Phone: 400042, 404929 Phone 732.14-21, 711-41-13, 71-41-15, 7-41-83, 71-41-85, 711-4187 
Hong Kong md 2 rong Ltd. Room 208, 2/F. £astern Centre, 1065 King's Rood. Quarry Bay Singapore — Minolta Singapore (PTE) Ud 10. Tebon Gardens Crescent, Singapore 2260 
one: 5-65878) 3 
India Methodex Systems Pvi Lid. 607-8 Meghdoot 94 Nehru Ploce, New Delhi 10019 Taiwan Santo Office Machines Corp. 1 FL, 75, Sec. 4, Nonking E. Road, Taipei 
Phone: 6432475, 6432476 Phone 715-500) | 
indonesia PT Perdana Nirwana Abad: Co. 89 J! Bungur Besor, Jakarta Pusat 10620 Thailand Techrecol Supply Co, Lid. 1808-1812 Kasemra! Road, Klongtoey. Bangkok IONO 
Phone 418809 (10 lines) Phone: 249-0199. 249-0294, 249-0092. 2490-0359, 249-0345 
Malaysia City Marketing Sdn. Bhd Wisma Cestel, No. 4, Jalan Kilang (51/206), 46050 Petaling Australia Oce-Australia Lid P.O Box 196, 89 Tulip St, Cheltenham, Meib 3192 
Jaya, Selongor Phone: 03-7921033 (10 lines) Phone 584-101) 


Pakistan Allied Equipment Ltd. First Floor, Nelson Chambers, 11 Chundngar Road, 


New Zealand Viko Holdings Lid 33 Broadway, Newmarket, P O Box 220, Auckiond 1 
GPO Box 680, Karachi Phone: 219338, 210146 Phone: 505-449 


What Swissair technicians do when they’re not working on our airplanes. 
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After they finished restoring a classic Lockheed Orion, Swissair employees started working on another of our old-timers, this Comte AC-4 Gentleman 


They work on our airplanes. For example the 26 retired and twelve active Swissair 
employees who decided to team up and spend their leisure hours getting historic Swissair 
planes back into shape. Some of the classics, like the Lockheed Orion. which helped make 
Swissair even 50 years ago one of the most modern airlines flying. Which just goes to 


show that the more things change, the more they stay the same. Swissair, 





BRITAIN 





The book-balancing act 


teeters a little 


The government's “star chamber" of cab- 
inet ministers is now preparing the 
ground for the crucial decisions on public 
spending in the next financial (and gener- 
an year. It will need consider- 







e agility, and may well have to resort 
more than the usual fudging, to make 
next year’s books balance. 

Last July, the cabinet set a target of 
£143.9 billion for public spending in 1987- 
88. This originally included a reserve of 
£6.3 billion which big-spending ministers 
like the social-services secretary, Mr Nor- 
man Fowler, and the education secretary, 
Mr Kenneth Baker, were hoping to raid 
to top up their programmes. Alas for 
them, the environment secretary, Mr 
Nicholas Ridley, has persuaded the Trea- 
sury to accept a plan for local-authority 
current spending which pre-empts £3.2 
billion of the reserve. 

Though Mr Ridley’s forecast is more 
realistic than usual, it still has plenty of 
fuzzy edges. Thus his figure allows for an 
increase in local-authority spending over 
1986-87 of just 33%. But it makes no 

rovision for the probable extra cost of the 
Drache pay settlement; it may be optimis- 
c in assuming that local authorities can 
absorb the excess costs of the recently- 
announced pay awards, averaging 64% , for 
their own employees; and it does not yet 
allow for any increase in local-authority 





Source: HM Treasury 
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capital spending, which is likely to be 
fought over in the star chamber. In the past 
three years, local authorities have spent an 
annual average of £2} billion more than 
Whitehall originally pretended to think 
they would. Even Mr Ridley’s more sensi- 
ble forecast may well be exceeded. 

Like the local authorities, the social- 
security programme has consistently 
overspent. In January this year, Mr 
Fowler's social-security programme as- 
sumed that unemployment both this year 
and next would average 3m. Each extra 
100,000 in the dole queue has a direct cost 
of £210m. The latest unemployment fig- 
ures, for September, were 3.3m, which if 
sustained throughout 1987-88 would im- 
ply higher benefit spending of £630m. 
Unemployment drives up Mr Fowler's 
budget in other, less obvious ways: more 
people claim invalidity or disability bene- 
fit, for example. And he will not be able 
to save much money when he has to 
uprate welfare benefits next April: the 
increase in the retail price index from 
January to September of this year, which 
sets the size of the benefits rise, will be 
barely lower than the government's first 
guess of 2}%. 

The government cannot reduce the 
reserve for 1987-88 much below £21 bil- 
lion without upsetting the financial mar- 
kets. So, between them, the local authori- 


Optimism, not control 

Public spending by department, 1987-88 plan 
Total: £148:6 bn* 

Social security 29.90 —— — —  ———7]1 

Defence 12.7 


Health & personal 
social services 12.4 


Education & 
science 9.7 


Scotiand 5.0 
Housing & other 
environmental 
services 4.2 
Reserve 4.2 
Home Oftice 3.8 
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ties and social security are likely to take 
up all the money that can safely be 
siphoned from the reserve. 

That is not the end of the story. The 
new policies announced at the Tory party 
conference added to an already long list 
of other claimants. Mr Fowler promised 
to cut hospital waiting lists without previ- 
ously securing the cash to do so. Mr 
Baker would like more money for univer- 
sities (his schools programme is part of 
Mr Ridley's bid for local authorities). The 
defence secretary, Mr George Younger, 
is not at all happy with the 2% real cut 
currently planned for the defence budget. 
And all programmes will be in trouble if, 
as seems likely, public-sector pay exceeds 
the 3ł% increase allowed for it. 

Traditionally, the circle has been 
squared by two devices. One is to boost 
privatisation proceeds, which are (wrong- 
ly) counted as offsets to spending, to give 
the star chamber more to share out 
among the spending ministers. But next 
year's plans already include £4} billion 
from planned privatisations, and it is 
difficult to find new candidates, now that 
the government has postponed the sale of 
the water authorities. One possibility 
would be to sell off the government's 
remaining 32% share-holding in BP, 
which could raise up to £3 billion. 

The second device is to look for a 
bigger contribution from the nationalised 
industries. Their total external financing 
requirements (which count as public 
spending) were more than £2 billion in 
1985-86. The plans for 1987-88 reduce this 
to almost zero. But a bigger increase in 
electricity prices or water rates, or more 
heroic assumptions about the perfor- 


Total public expenditure 


84-85 85-86 
eExcluding privatisation proceeds tEstimates & forecasts trom January 1986 white paper *Planned expenditure trom previous years white paper 
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Star chamber wars 


Every year, ministers agree that ordeal 
by star chamber is so gruesome that they 
will never go through it again, This 
week, as every year, the star chamber 
has nevertheless been reconstituted. Its 
purpose is to resolve those arguments 
between the Treasury and individual 
spending departments which would oth- 
erwise not be agreed in time to be 
announced in the chancellor of the ex- 
chequer’s mid-November statement. 

e planning cycle for public spending 
starts in May, when spending ministers 
submit their bids to the chief secretary to 
the Treasury. Each July, a public-spend- 
ing cabinet confirms the previously- 
planned total for the following year. 
Spending ministers and the chief secre- 
tary hold “bilaterals” during September 
to try to reach agreement on how far bids 
can be cut or met by reducing the 
previously planned reserve. Anything 
they cannot agree on goes before the star 
chamber. 


The lord president of the council, 
Lord Whitelaw, has been chairman of 
the star chamber since it was first set up 
in 1982. Other regular members have 
been Mr John Biffen and Mr Norman 
Tebbit. The chief secretary, now Mr 
John MacGregor, is a member ex-offi- 
cio. This year, the paymaster-general, 
Mr Kenneth Clarke, and the chief whip, 
Mr John Wakeham, complete the six- 
man group, which is slightly smaller than 
in previous years. At least one spending 
minister is always included. That can 
cause problems: several names who were 
canvassed for membership this year 
failed the requirement that their own 
spending programmes must have been 
settled already. 

The departments whose spending pro- 
grammes go to the star chamber each 
year tend to be the same dissatisfied lot, 
though it seems that there are more than 
usual this time. Environment, energy, 
education, health and social security 


Chambermen MacGregor, Biffen, Whitelaw, Wakeham, Clarke and Tebbit 


mance of British Rail or British Coal, 
might enable the Treasury to go for net 
negative external financing for the first 
time ever—ie, to ask the nationalised 
industries to contribute more to the ex- 
chequer in profits than they borrow. 

If these fudges fail, the star chamber 
may have to raise the planning total, 
something which has not been done in the 
middle of a spending round since 1981. 
The chancellor of the exchequer, Mr 
Nigel Lawson, would hate to do this: he 
would much rather use any spare cash to 
cut income tax. But his colleagues re- 
member that, for all his enthusiasm for 
lower taxes, Mr Lawson raised public 
spending by £2 billion in his 1985 budget. 


Schools 


Inner-city 
technocracy 


If they work, the government's proposed 
new super-schools for inner-city children 
will mark an important change. City 
Technology Colleges represent an at- 
tempt—last tried in 1944—to give techni- 
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cal education a bit of chic, and to over- 
come the habit in British schools of 
regarding classicists as brainier than engi- 
neers. But the plan, just announced by 
the education secretary, Mr Kenneth 
Baker, has a number of serious weakness- 
es which will have to be remedied if CTCs 
are not to be just another passing educa- 
tional fad. 

The crcs will select promising children 
of 11 and over for seven years of high- 
quality schooling, biased towards science 
and technology. They will be indepen- 
dent schools, owned and run by industrial 
and charitable sponsors, with a large 
measure of central-government cash. 
Each of the first 20 colleges will have 750- 
1,000 pupils, but will compete with other 
state schools in an area containing at least 
5,000 secondary schoolchildren. If, as 
expected, CTCs are oversubscribed, they 
will choose pupils according to their abili- 
ty to benefit from such an education and 
their parents' support for its principles. 

By excluding the less motivated 
(though not the less able) children, CTCs 
will sidestep one of the worst problems 
faced by the comprehensive schools, 
some of whose star pupils they will poach. 
Johnny, who is good with his hands and is 


nearly always feature, and can be expect- 
ed to do so this year. Defence, the 
foreign office and overseas aid, the home 
office programme and Scotland often 
appear. Employment, agriculture, trans- 
port, trade and industry and the arts and 
libraries programme are usually settled 
before the star chamber convenes. 

Spending ministers can appeal from 
the star chamber to the full cabinet if 
they remain unsatisfied. This does not 
usually bring them any more money: 
indeed, the system can function only if it 
is understood that appeals to cabinet will 
normally fail. The housing programme 
has gone to cabinet more than once, but 
it has not been much increased as a 
result. 

Regular participants in the star cham- 
ber complain vociferously of the awful 
agonies it creates as ministers' pet spend- 
ing projects are hacked down. But the 
government seems unable to run the 
system any other way. It makes the 
naming of the group after Charles I's 
much-criticised summary court peculiar- 
ly suitable. 





pushed by ambitious working-class par- 
ents, will be sitting next to Francesca, 
daughter of professionals living in the 
gentrified part of Hackney, and keen on 
computers. But Francesca's neighbour, - 
Gareth, will be turned away from the CT. __ 
after his trendy socialist parents inquir. — 
about peace studies; they will then face 
the difficult choice of sending him either 
to a private school or to the local compre- 
hensive to sit next to Jimmy, the unruly 
yob from Johnny's council estate, who 
needs rescuing from his present school far 
more than Gareth, Francesca or Johnny. 

Mr Baker hopes that by setting up a 
high-quality alternative to local-author- 
ity-controlled public education he can 
coax the comprehensives into adopting 
higher standards and a more relevant 
curriculum. That is less likely to happen if 
comprehensive schools are prevented 
from competing on equal terms. Mr Bak- 
er has promised that CTCS will not get 
more cash than local-authority schools. 
But the chance to select a catchment 
area's best 15-20% of pupils—exactly the 
same proportion as the old grammar 
schools—will allow CTCs to offer a better 
education. 

Mr Baker's experiment is not the first 
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Everybody has dipped into the black 
economy at some time, either as a cus- 
tomer (paying the window-cleaner in 
cash) or as a practitioner (hiding income 


from the taxman). Some economists 


claim that such activity could account for 
up to 15% of Britain's GDP, and that 


much of it involves the officially 


"unemployed", m 
The black economy consists of two 
tvpes of activity: illegal income from 





crime; and legally earned income that is 
undeclared for tax purposes. This in- 
cludes “moonlighting "-—having a second 
job; and "ghosts"—people unknown to 
the Inland Revenue, 

The self-employed have far greater 
opportunities for tax evasion than em- 
ployees in the PAYE system. One in ten of 
the workforce is now self-employed, far 
more in some sectors: 42% in agricul- 
ture, 30% in construction and 15% in 
hotels and catering—~all activities where 
the black economy thrives. — 

The Inland Revenue investigates in 
depth about 3% of the schedule D in- 
come-tax returns submitted by the self- 
employed every year. In 1981, 87% of 
these resulted in additional tax bills. The 
taxman obviously picks on those returns 
where there is reason to suspect evasion, 
but of a random sample of 5,500 sched- 
ule D tax returns received in 1981, tax 
inspectors reckoned that in one in five 
cases income was “probably” understat- 
ed and in a further two in five there was 
"possible" understatement. 

How big a part does the black econo- 
my play in the economy as a whole? One 
possible measure is the amount of notes 
. and coin in circulation. The volume— 
equivalent to £230 per person at the end 


Britain's black economy is smaller than most people think | 


\ - of last year—and the rise in the number 








i 


Of high-denomination notes might sug-. 
gest that the cash-dominated black econ- 
omy is expanding rapidly. However, the 
-amount of cash swilling around the sys- 
tem has probably more to do with finan- - 
cial innovation and inflation than with’ 

. illicit activities. | 


A second light is cast on the black 

-economy by the gap between the income 
And expenditure measures of GDP in the 
national accounts. In theory they should 
be identical, but people and companies — 
usually seem to spend more than they | 
claim to earn. This gap grew sharply 
‘during the early 1970s to more than 5% 
Of GDP in 1976, but since then it has 
^shrunk. In fact, in 1984, the initial esti 
. mate of the income measure turned out 


to be bigger than the expenditure mea- 


‘sure, This may reflect random statistical 


errors, but it hardly suggests rising tax 
evasion. 

A third gauge is the discrepancy be- 
tween income and expenditure as report- 
ed by individual households in the Fam- 
ily Expenditure Survey (FES). An 
analysis of the FES suggests that 10-15% 
Of households conceal some of their 


income, but the average amount is | 


small-—equivalent to only 21-396 of GDP. 

A new study* by Mr Stephen Smith of 
the Institute for Fiscal Studies reviews 
these measures, and concludes that Brit- 
ain’s black economy is between 3% and 
3% of GDP—much less than other extrav- 
agant claims, and much less than has 
been estimated in several other coun- 
tries. America's black economy is 
thought to be 10-15% of GDP, West 
Germany's 10%, and Italy's may be as 


high as 30%. 


Even if Britain's black economy is 


only 4% of GDP, that is equivalent to 
-£250 per head, The taxman is being 
cheated of £4 billion a year—almost 
enough to cut the basic rate of income 
. tax from today's 29p in the pound to 25p.- 


But this exaggerates the true tax loss: 
if it were taxed, much of the activity 
would cease. By 1988 the Inland Reve- 
nue will have 850 "ghost-busters" in its 
special Black Economy Unit, but many 


economists argue that the government 


would do better to tackle not the symp- 


-toms of the black economy, but its 


causes: the tax burden. 


The ‘‘self-service’’ economy 

The black economy is not the only type 
of economic activity to slip through the 
net of government statisticians. Much 


more important is the shadow economy, 


unpaid work within households—cook- 
ing, child-minding, DIY home improve- 
ments. This is excluded from gross do- 
mestic product and yet accounts for 


almost half of total working hours. 


During the past 40 or so years, people 


have done for themselves more and 





more of the tasks they might once have - 
paid somebody else to do. The price of | 


. labour-saving consumer durables has ris- 
$n at roughly half the pace of labour- © 
-intensive services, so households have | 
- replaced Mrs Mops with vacuum clean- - 
ers, carpenters with Black and Deckers. 
. The British home has thus become the 

workshop of the world. According to a ` 

survey by Polycell in 1981, an astonish- -` 


ing 84% of adults over the age of 25 said. 


‘that they had painted interior woodwork ` 
"during the previous 12 months, 70% had 
done wall-papering, and 40% had put up. 
Shelves. A wider survey in the 1970s 


suggested that the average adult spent . 
almost as much time on domestic work 


-asin the formal economy. 


Yet none of this output is included in 
GDP. The simplest way to jack up the size 
of the British economy would be to 
require men to pay their wives for doing 
housework and women to pay their hus- 
bands for putting up shelves. 

There have been no satisfactory stud- 
ies in Britain to measure the total value 
of productive household activity. Mr 
Smith looks at two different approaches 
used in America, where the value is put 
at between 20% and 45% of GDP. One 
approach values domestic production on 
the basis of the time spent, costed at 
average wages; the second looks at the 
cost of employing somebody else to do 
the job. The snag with both is that 
people may derive pleasure from some 
household work such as cooking and 





gardening, and therefore the time in- 
volved may bear no relation to the value 
of the output. 

Some economists argue that the do- 
mestic economy cushions the unem- 
ployed: they can, for instance, use their 
enforced leisure to do more home main- 
tenance instead of paying somebody 
else. But although the unemployed have 
plenty of spare time, they lack the mon- 
ey to buy the DIY materials. So the 
growth of the household economy does 
not compensate for slow growth in the — 
formal economy. 





"Britain's Shadow Economy, Stephen Smith, Ox- 
ford University Press 
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Now find us teachers 


attempt to introduce technical schools in 
Britain. The 1944 Education Act set them 
up as an alternative that could be chosen 
by able pupils who did not want to go to 
grammar schools; soon the techs were 
being described as "grammar schools 
without the Latin". By the mid-1970s, the 
spread of comprehensives had helped kill 
them off. Since then, there have been 
several attempts to make British educa- 
tion more relevant to industry, and more 
interest in Germany’s technical high 
schools. 

Will CTCs create a new technocracy? 
Only if they overcome several obstacles. 
The first is financial. Sponsors will be 
expected to find £1m-2m in initial capital; 
industrialists will see no direct return for 
this money, and some are nervous about 
supporting a system that may undermine 
their existing efforts to influence the 
curriculum of comprehensives. If the gov- 
ernment is to get the first 20 CTCs started 
by 1990, it may have to treat CTCs like 
church schools, which get all their run- 
ning costs and 85% of capital from the 
State. 

A second problem will be finding the 
teachers. The schools will need 1,400; yet 
there are severe shortages of teachers of 
science, maths, technology, design and 
business studies. Mr Baker hopes to at- 
tract new blood from industry, but that 
may need more flexible teachers’ pay 
than the government has yet achieved. 

Once in place, the colleges will take 
only a small step down the road of 
providing specialist technical education. 
Having selected their pupils at an earlier 
age than in most countries, CTCs will 
retain a broad curriculum up to age 16, 
with more science and maths than in 
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British comprehensives, but no equiva- 
lent to the workshop training that occu- 
pies half the time of 14-year-olds starting 
at French technical schools. 

At best, the introduction of CTCs could 
be one of the useful range of measures 
bringing industry and schools closer to- 
gether; others include more practical ex- 
ams for 16-year-olds (GCSEs), a technical 
and vocational programme for 14-to-18- 
year-olds in ordinary state schools (TVEI) 
and a more rational structure of vocation- 
al qualifications (NCVQ). Pessimists say 
that it will take at least a generation, and 
many changes of government, before the 
British establishment grants engineers the 
same status as they enjoy in West Germa- 
ny. If technology colleges become too 
identified with one party's ideology, they 
could hinder rather than help. 


Young voters 


Say no to nuclear 


More than 6m voters have known no 
other prime minister but Mrs Thatcher 
throughout their adult lives. They make 
up 15% of the electorate, yet (says a poll 
by MORI) only à third intend to vote at the 
next general election. Until recently, 


If there were a general election 
tomorrow, how would you vote? 


All voters September October 96 
35 37 Con 
37 42 Lab 
26 19 All 
Voters aged 31 27 Con 
18-24 43 53 Lab 
22 17 All 
Source: MORI 


MORI's research showed that young voters 
were not swayed by specific policies, only 
by a general feel for parties or leaders. 
Since the party conferences, though, a 
new trend has emerged. A poll taken in 
the middle of the Tory conference—but 
after those of the SDP, Liberals and La- 
bour—showed that support for Labour 
among 18-to-24-year-olds had shot up in a 
month by ten percentage points to 53%, 
while Conservative and Alliance alle- 
giances among that age group had dwin- 
dled by four and five points respectively. 
That is one reason why Labour's lead 
over the Conservatives rose from two 
points in September to five in October, 
with the Alliance now doing horribly. 
MORI thinks that the Labour surge re- 
flected support from the young for the 
party's policy of unilateral nuclear disar- 
mament. In the same poll—taken in the . 
week before Reykjavik—MORI found that! 


while only 22% of all voters were much ^ 


concerned about disarmament, the figure 
for the young was 30%. 

During the Labour conference at 
Blackpool, some senior politicians argued 
that, contrary to popular belief, a non- 
nuclear defence policy was a vote-winner. 
They thought that the nuclear accident at 
Chernobyl and the use of British bases for 
the American attack on Libya had swung 
opinion away from all things nuclear and 
many things American. Among the 
young, they may be right. 


Irish bombs 


Two cases to 
answer 


In the mid-1970s, the Irish Republican 
Army set off a number of bombs in public 
places, and especially in public houses 
frequently used by British soldiers. To- 
wards the end of 1975, three young Irish- 
men and an English girl were convicted of 
such murders in Guildford and Woolwich 
the previous year. Early in 1976, seven 
Irish people, from the household of one 
Mrs Annie Maguire, were convicted of 
unlawfully handling explosives; their tri- 
al, not formally connected with the previ- 
ous one, arose from the confession of one 
of those convicted in it. 

Mr Robert Kee, a journalist and histo- 
rian of high reputation, has now pub- 
lished a book (“Trial and Error": Hamish 
Hamilton) which picks holes in the pro- 
ceedings of the two trials. He aims to 
show that the Maguires, and those con- 
victed of blowing up the Guildford pub, 
may have been found guilty on faulty 
evidence. He amplifies the concern long 
voiced by, among others, the brave Bel- 
fast politician Lord (Gerry) Fitt. A parlia- 
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mentary motion calling for a reinvestiga- 
tion was signed, last January, by 200 
members of Parliament of all parties. Mr 
Kee's restatement has received the sup- 
port, in letters to The Times, of the 
Cardinal Archbishop of Westminster and 
two law lords (Lord Scarman and Lord 
Devlin). 

An earlier book, by Mr Chris Mullin 
("Error of Judgment": Chatto & Win- 
dus), summarised doubts about the con- 
viction of six Irish people for an even 
more horrible pub bombing in Birming- 
ham in November 1974. The Kee and 
Mullin books are connected only by the 
strange coincidence that the cases against 
both the Maguires and the Birmingham 
accused were clinched because traces of 
nitroglycerine were identified by govern- 
ment scientists on samples taken from 


their hands. 

& Although successive home secretaries 
have privately voiced worries about these 
cases, neither has yet been formally inves- 
tigated. The senior judge, Lord Denning, 
refusing the Birmingham convicts leave 
to appeal, had spelled out some possible 
consequences of undertaking a new 
investigation: 


If the six men win, it will mean that the 
police were guilty of perjury, that they were 
guilty of violence and threats, that the con- 
fessions were involuntary and were improp- 
erly admitted in evidence, and that the 
convictions were erroneous. . . . This is such 
an appalling vista that every sensible person 
in the land would say: It cannot be right 
these actions should go any further. 


Democracies claim to offer their citizens 
freedom and justice under the law. Ter- 
rorists say the offer is humbug, and that is 
why they break the law. Every time a 
democracy falls short of its own high 
aims, or leaves open a strong suspicion 
that it has done so, that is a gift to the 
terrorists greater even than the discredit- 
ing of the police that Lord Denning so 
vividly feared. 


Housing 


Building over the 
rules 


Britain's 2,600 housing associations want 
more. Their national federation is just 
about to launch a campaign arguing for a 
large rise in their public finance. Behind 
the scenes it is urging relaxations of 
Treasury rules that prevent the associa- 
tions getting their hands on the private 
cash that is now readily available. 

The associations are now important 
suppliers of low-rent housing. They say 
their Whitehall money, provided through 
the Housing Corporation, has shrunk by 
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Just visiting 


Asian airports are not the most orderly 
of places. But even visitors from India, 
Pakistan and Bangladesh must have 
been astonished at the scenes at Heath- 
row airport's Terminal 3 on October 
13th and 14th, The immigration hall 
where they had to wait to be let into 
Britain was crammed to bursting; and 
most of the floor space of the concourse 
outside was taken up by people who had 
been waiting for two or even three days 
to meet their relatives. 

The Home Office has decided that, in 
order to cut incoming queues at airports, 
it will require visitors from five Asian 
and West African countries to have vi- 
sas. To avoid a rush of deadline-beating 
visitors, it gave Indians, Pakistanis and 
Bangladeshis only nine days' notice that 
the rule would come into force on 
Wednesday October 15th. 

It miscalculated, for the Asians were 
quicker than expected. On Sunday, 585 
citizens of the three countries arrived at 
Heathrow and Gatwick; on Monday, 
even more; and by Tuesday, huge 
crowds had built up on both sides of the 
Terminal 3 security doors. 

To shorten the lines waiting at their 
desks, immigration officers were told to 
let in temporarily many people they 
would normally have detained. They 
were doing this before anyway: the Im- 
migration Services Union (which repre- 
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Welcome to Britain 


around 30% in real terms since 1982-83. 
The contribution from local councils, 
about £110m of their £775m-a-year total, 
is falling like a stone. So the chancellor 
ought to provide more. Maybe, but pretty 
certainly he will not. 

The associations have long wanted to 
supplement their shrinking public money 
with private. But the Treasury objected 
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sents 80% of them) put out a circular on 
September 20th telling them to protest at 
their extra workload by letting people 
through as soon as all the space for 
detention and questioning was full up. 

Two things aggravated the congestion. 
First, representations from members of 
Parliament: if the MP of a refused visi- 
tor's relatives decides to raise the matter 
with the Home Office, the visitor cannot 
be sent back until the case has been 
heard. One immigration officer estimat- 
ed that 60% of those refused entry in the 
few days before the deadline had been 
helped in this way; now the Home Secre- 
tary Mr Douglas Hurd, hopes to curb 
MPs' powers. 

Second, the redevelopment of the air- 
port: newly-named British Airports PLC 
(soon to be privatised) is in the middle of 
enlarging Terminal 3 to take more pas- 
sengers. In April, it closed the main 
snack-bar and a few lavatories, and re- 
moved some public telephones. As a 
result—even with a temporary snack- 
bar—there were sparse facilities for 
those waiting for their relatives. 

Only Trusthouse Forte, the airport 
caterer, came out well. On the morning 
of October 13th, its turnover in the 
snack-bar rose to £2,500 from the usual 
£800, In the arrivals area, its tired staff 
sold food to both sides: 7,500 sand- 
wiches, Danish pastries and samosas to 
those waiting to meet people; and gener- 
ous quantities of snacks and drinks to the 
Home Office for its reluctant guests. 
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to the two being mixed. Last month, 
however, brought a big breakthrough: 
the Treasury gave the go-ahead to à 
mixed scheme in Cardiff, provided the 
public input was limited to 30%. Another 
scheme in Newcastle is on its way to 
approval. 

The associations are delighted the door 
has been opened—and that one Treasury 
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official who played a significant part in 
opening it has been drafted into the prime 
minister’s policy unit. But they do not 
find the 30% crack large enough to get 
many schemes through. So they are lean- 
ing hard to open it wider. 

Arithmetic shows why. Building societ- 
ies are ready to offer the associations 
index-linked mortgage money, but expect 
a real return of about 4% on it. The 
controlled rents that the associations 
charge offer, at best, about 2%. Even if 
they go for “assured” tenancies—a spe- 
cial category free of rent control, open 
only to socially responsible landlords— 
that yield cannot rise much; to 2176, say, 
unless the scheme is to serve only the 
well-off tenants who can afford more. 

That 24% would be enough, if the 
building society puts up only 60% of the 
capital, and the remaining 40% comes 
free. But the Treasury's limit is 30%. 

Cardiff has got over this hurdle because 
the arithmetic there is more favourable. 
Local rents are relatively high, offering 
about 376; so the gap is narrower, and can 
(just) be bridged within the Treasury 
limit. In Newcastle, the big North housing 
association that plans the scheme will 
squeeze round the hurdle, by putting up 
money from its own reserves. 

But in much of southern England, 
where land and building costs are high, 
the arithmetic is unfavourable; and few 
associations have significant reserves. So 
the associations are arguing that the new 
30% limit should be raised, say, to 50% if 
the Treasury's apparent generosity is to 
have much real effect. 

Meantime, though, they can experi- 
ment within the 30% limit, using their 
freedom to offer assured tenancies (which 
itself is fairly recent, because the Trea- 
sury feared money granted for controlled- 
rent schemes would percolate into these 
ones instead). This means they can charge 
(relatively) high rents to those who can 
afford them. They do not want just to 
serve the middle classes, and they know 
they would lose local councils’ help— 
notably, free or cheap land—if they did. 
But sgme schemes already under way 
show what could be done for more de- 
serving special groups: 

@ Oxford-based Anchor housing associa- 
tion is using 80% building society money, 
20% its own reserves (it is another of the 
big boys), to house frail old people. Such 
schemes provide some care as well as 
housing; the old folk get enough in social- 
security board-and-lodging allowances to 
pay higher than normal rents. 

@ London has some schemes for young 
flat-sharers. Such people—even school- 
leavers, as in one West London case—can 
often pay above controlled rents, yet 
cannot afford free-market ones. 

@ Several associations have schemes for 


70 


the homeless. Here the extra rent comes 
from the local council’s huge savings in 
bed-and-breakfast costs. 

For such groups, the Treasury’s half- 
relaxation shows a way forward. But the 
wider need, that of the one-earner family 
with children, will be little helped, say the 
associations, unless it relaxes further still. 


Tendering 


Expanding 
contracting 





Contracting-out of public-sector services 
is not new: the defence ministry has done 
it for decades. But Mrs Thatcher’s gov- 
ernment has given it a fresh impetus. In 
the National Health Service, over half of 
catering, cleaning and laundry services 
have been put to tender (the rest are 
supposed to go out by this autumn); in 
central government, over three-quarters 
of cleaning, laundry and maintenance 
work has been similarly tested. 

Local authorities have been slow to 
follow suit, even when they have been 
Conservative-controlled; probably fewer 
than a quarter have contracted-out ser- 
vices (astonishingly enough, the environ- 
ment department does not collect precise 
figures). The government claims that to- 
tal annual savings from competitive ten- 
dering are running at over £100m. 

The scope for tendering remains enor- 
mous. Private pressure-groups reckon 
that the costs of most services can be 
reduced by at least 20%. That could mean 
savings of £400m a year for local authori- 
ties alone. The environment secretary, 
Mr Nicholas Ridley, egged on by his new 
junior minister, Mr Christopher Chope 
(who famously privatised rubbish collec- 
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tion when leader of Wandsworth coun- 
cil), has announced legislation for the 
next parliamentary session to force local 
authorities to put more services out to 
tender. The trouble is that, under pres- 
sure from public-service unions, the La- 
bour party has said it will end contracting- 
out if it wins the next election. That will 
hardly make reluctant local authorities 
obey the new law quickly. 

The unions and the Labour party say 
savings from contracting-out are illusory: 
either they reflect lower standards, or 
they mean lower wages for already low- 
paid workers. There have been some 
well-publicised cases, for example in NHS 
hospitals, of contracts cancelled because 
of poor standards. And some wages have 
been reduced. But in many other cases, 
both pay and standards have risen after 
contracting-out. 

As if to balance union criticism, many: 
private contractors have complained that 
the tendering procedures are stacked in 
favour of in-house suppliers. Nearly 650 
of the 810 contracts awarded by health 
authorities have gone in-house. But they 
have still yielded savings. And as more 
specialist companies enter the market, 
the proportion contracted-out can be ex- 
pected to rise. 

Competitive tendering need not end 
with domestic and other support services. 
A Treasury report published this week 
said the government would consider all its 
activities to see which could be put to 
competition. The government's Property 
Services Agency has reduced the costs of 
design work by nearly a quarter; and the 
energy department has saved two-thirds 
of its press-cuttings bill. Lots of other 
Whitehall and town-hall activities will be 
examined: how about contracting-out the 
running of job-centres or the overseas-aid 
programme, for example? 
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| over the cancellation of a debt. 












ausen. resumed his old job. as. E 
nd chief executive of - le 
Bank of America after five | Ja 
years as head of the World Bank. 1 


4 E | government's policies. 
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ES Argentina’ s president, Raul 

Alfonsin, went to Moscow to talk | 
E . trade Russia buys much of its wheat — 
i rgentina and wants to see its 


à E a bilateral deficit reduced. 













| Argentina's state prosecutor “Valued atn more o than 200m. 


| accused the former Central Bank 
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“economic cabinet included—of fraud CEPS nee 



















| Avis Europe is being spun off from 
its American: parent and will be. 
valued at $270m in an offer at the 
-end of this month. 





Coca-Cola announced plans for a. | 
$1.5 billion offering of a 5196 stake in. | | 
its domestic bottling business. The — 
deal is likely to be America's biggest 
| initial public offering ever. 


|. China introduced a package to 
attract inward investment. It includes 
a wage ceiling for Chinese staff and 
long-term tax breaks for high-tech 
and export-intensive ventures. 









| 29. . net roti 
. Lloyd's of London is setting up a 

| gumshoe squad to make spot-checks 
- on insurance brokers and 
underwriting agencies. 
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Norway's oil and energy minister 
said the French government had 
blocked an agreement to purchase 
Norwegian gas. 

















iBM announced a 27% fall in its third- 
] quarter profits. The decline in capital 
spending generally has hurt 
computer sales particularly. The 
company jacked up mainframe prices 
in Britain because continentals are 

.] taking advantage of the falling pound. 


Portuguese hopefuls queued 
overnight in Lisbon and Oporto to 

: apply early for shares in the Banco 
Portugues do Investimento. 








De Beers raised the price of 
diamonds by 7%, the second hike 
this year. 






Texas Air won tentative approval 
from America's Department of 
Transportation to buy the floundering 
People Express. 















The 1986 Nobel Prize for 

.Economics was awarded to James 
Buchanan of George Mason 
University in Virginia. 






The French government approved 

a plan to give employees a greater 

share of company profits and more 
| say in management. 













Britain's Stock Exchange Council 
approved plans for its merger with 
the International Securities 
Regulatory Organisation. Now it 
needs the votes of 75% of its 
members. 


Westfield Holding of Australia 
announced it is buying a majority 
interest in eight of Macy's shopping 
centres for $500m. 












: Japan Air Lines has ordered 11 new. . 
jets from Boeing for $869m. 














General Motors is to review the 
future of its South African operations. 
Hoyal Dutch/Shell declared its 

-opposition to the South African 














Time Inc is paying $520m for the 


! | _ Economie and financial indicators 
educational publishing section of SFN, 


.are on pages 115-116. 
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. “100% foreign ownersHin. 
Unlimited transfer of profil capital. 
| No corporate taxes. 

for a minimum of 15 years. 
No personal income taxes. - 
No import/export taxes. 
No sponsorship restrictions. 
Its just the base were looking for . 
to set up our new business!” 
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YOUR NEW BASE FOR MIDDLE EAST MARKETS 


is a trading/industrial base with direct access to 
Middle East markets a futuristic dream? 

Not any more. 

Dubai's Jebel Ali Free Zone has made it easy for your 
company to set up operations in the region. And only 
at Jebel Ali Free Zone will you have the benefit of 
retaining 100% ownership. Many international 
corporations have already taken advantage of a galaxy 


4 


of benefits including new trading freedoms, cheap 
energy sources, international telecommunications 


systems, a modern infrastructure and the largest man- 


made port in the world right on our doorstep. 

Jebel Ali Free Zone --- there’s no place on earth that 
offers you more. Send for our informative brochure 
today. ` 


Jebel Ali Free 
Zone Authority 


Mr. Edward A. Butler, Director of Marketing, 
Dept. 08, P.O. Box 3258, 

United Arab Emirates 

Tet: Jebel Ali 55578, Telex: 46580 TPAJA EM 
Cable: PAJADUB UAE 








WORLD BUSINESS 





When will Italy's industrial 
patriarchs loosen their grip? 


Schimberni tests Gardini and Cuccia 


Mr Mario Schimberni, the chairman of 
Montedison, wants to turn the big Italian 
chemicals group into a public company on 
the American pattern. Most Italian public 
companies are run by small syndicates of 
consenting shareholders who, though 
they hold only a minority of the shares, 
ENT almost complete control over the 

company's management. Mr Schimberni 
has tried to break free from this control 
and to assert the authority of manage- 
ment. He has won some skirmishes. But 
until he and like-minded professional 
managers score more decisive victories, 
Italian public companies will remain ob- 
jects of suspicion to much of the rest of 
the world. | 

The feud between Montedison's man- 
agement and its syndicate of shareholders 
has been temporarily resolved by the 
intervention of Mr Raul Gardini, the boss 
of Ferruzzi, a big agribusiness group. Mr 
Gardini has announced that Ferruzzi 
holds a crucial 14.5% stake in Monte- 
dison, and has expressed his faith in 
Montedison's management. Ferruzzi and 
three other shareholders loyal to Mr 
Schimberni now control just under 31% 
of the voting shares in Montedison. 

It is nonetheless a disappointing out- 
come for Mr Schimberni. Ferruzzi is 
Italy's third-largest privately owned com- 
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pany and it is owned and run by members 
of one family. Besides putting paid to Mr 
Schimberni's hopes of turning Monte- 
dison into a real public company, the 
emergence of Mr Gardini (whose wife 
was once Miss Ferruzzi) as the arbiter of 
Montedison's future has stopped a signifi- 
cant part of Italian industry from slipping 
out of the control of a close-knit group of 
industrial patriarchs. 

The generally favourable reception giv- 
en to Ferruzzi's increased stake suggests 
that Italy is not yet ripe for the corporate 
revolution that Mr Schimberni had hoped 
for. The most powerful and patrician of 
Italian industrialists, Mr Giovanni Ag- 
nelli, whose family has recently raised its 
stake in Fiat to 41%, has publicly wel- 
comed the fact that effective control of 
Montedison is in the hands of “a great 
family" like the Ferruzzis. 

Before Mr Gardini's intervention, the 
battle at Montedison was between the old 


FOR 
MANAGEMENT* 


Agricola Finanziaria! 14:5% 
Pafinvest 107% 
Fabio Inghirami 27% 
Adone Maltauro 2:9% 





Source. Industry estimates 


guard, represented by Mr Enrico Cuccia, 
an omnipresent veteran, and the new 
guard, represented by Mr Schimberni. 
Mr Cuccia is head of the powerful mer- 
chant bank, Mediobanca. As such, he is a 
member of Montedison's controlling syn- 
dicate and of those of many other Italian 
public companies. In the view of the 
Cuccia camp, Mr Schimberni was bound 
to consult Montedison's syndicate (whose 
ten members collectively held 23.87% of 
Montedison at their last meeting on Sep- 
tember 2nd) before taking any big 
decision. 

Mr Schimberni, who felt responsible to 
Montedison's 100,000 other small share- 
holders as well, resented the interference. 
By launching two successful takeovers 
without the approval of the syndicates of 
the companies acquired (Bi-Invest, a 
holding company, and La Fondiaria, a 
Florentine insurance company), he 
showed that syndicates are no protection 
from takeover now that bids can be 
launched through Italy's fast-maturing 
stockmarket. It was the unapproved take- 
over of La Fondiaria this year that partic- 
ularly angered the Cuccia camp. 

Both Ferruzzi and Montedison have 
international ambitions which cannot be 
helped by their remaining old-style Ital- 
ian companies. Mr Schimberni has given 
Mr Refaat el Sayed, the chairman of 
Fermenta, a Swedish pharmaceuticals 
group, an end-November deadline to 
complete the sale of 76.5% of Fermenta 
to Montedison. There are murmurs that 
Montedison may now pull out altogether. 
Fermenta has irritated Mr Schimberni by 
the recent sale of its agro-chemicals divi- 
sion to Monsanto, an American chemi- 
cals multinational. 

Ferruzzi has bid for British Sugar, 
controlled by S. & W. Berisford. Its bid, 
together with one from Tate and Lyle, is 
being considered by Britain’s monopolies 
commission. On October 14th, Mr Gar- 
dini was in London to present his compa- 
ny's case to the commission for the sec- 
ond time this year. If the commission 
rules that Ferruzzi is not a threat to 
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Italian sugar subsidiaries. 
ontedison and Ferruzzi may also 
nt to work more closely together. Next 































80m ethanol plant in Louisiana in which 
mtedison has a 10% stake and Ferruzzi 
Host of the rest. Ferruzzi would like to 





apanese rice 


‘The Japanese see rice as they see their 
culture: refined, polished, pure—and not 
a matter for outsiders. It has come as a 
| jolt to them that the United States has 
_ chosen rice for the latest trade dispute 
. between the two countries. America 
< needs to move carefully: it risks stirring 
‘deep. emotions in Japan. 
“Rice is bedded deep in Japanese daily 
e life. It provides 30% of all calories con- 
sumed. The political support of rice farm- 
'ers is so central to the governing Liberal 
-= Democratic party that it provides them 
- With a rice price eight-to-ten times the 
world price. The government has gone so 
_ far as to declare the rice market a “‘sanc- 
- tuary" from trade warriors seeking to 
- liberalise Japanese markets. 
.. America's rice exporters, who have 
seen international rice prices tumble and 
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America goes against the grain - 


Japanese market than America. = 
The Ji bmn government: thinks "tlie. 


however, is whether M 
Schimberni can work he "s seems 
unlikely that Mr Gardini as taken a 
significant strategic step with Ferruzzi's 
stake in Montedison, will be prepared to 






limit that stake to a sizeable, but not 


decisive, 14.5%. 
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their markets disappear as countries like 
the Philippines and Indonesia have be- 
come. self-sufficient, take a less saintly 
view. On October 27th, the Reagan ad- 
ministration is due to decide whether to 
set in motion a section 301 unfair-trade 
investigation after a complaint by the 
American Rice Millers’ Association that 
Japan discriminates against rice imports. 
The Japanese market is, indeed, virtu- 
ally closed. Japan consumes 11m tonnes 
of rice a year, and imports hardly any of 
it. The little it does buy from foreigners 
comes from Thailand and Taiwan to 
make specialty sake and.rice cakes or to 
feed visiting South-East Asian seamen, 
who prefer long-grain rice to the shorter- 
grained and stickier rice grown in Japan. 
For political reasons, Japan also buys 
273,000 tonnes of rice a year from Thai- 
land, Burma and Pakistan to distribute as 
food aid to countries like Bangladesh. 
The American rice industry reckons it 
is being denied $1.8 billion a year in lost 
exports by Japan's protection of its rice 
farmers.: Whether it would realise those 
sales if Japan's rice market were thrown 
open tomorrow is dubious. Japanese con- 
sumers, picky at the best of times, are 
unlikely. to switch to American long- 
grained rice even if it is half as expensive. 
Thailand, the world's biggest rice export- 
er (America is number two), and China, 
both growers of short-grained rice, would 
probably benefit more. from - an Spn 
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its market for that reason under - 
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st is a highly segmented and 
sith of s he ihe re 


ín the phi century. "The county 


"has 24m rice farmers, many of whom hold 


other jobs as well. The government has to 


spend money each year to keep some 


paddy fields empty, so as to avoid build- 
ing a bigger rice mountain; and more 
money—¥230 billion ($1.5 billion) this 
year—to let the country’s 120m rice eat- 
ers pay only five-to-six times the world 
price for their staple food. 

The present Japanese government, 
which is keen to please urban voters, tried 
this year to cut the producer price. Politi- 
cal pressure from the ruling party's tradi- 
tional supporters persuaded it to beat a 
retreat. America's rice industry, itself" 
highly subsidised (the Japanese say it 
would fall foul of America's own anti- 
dumping rules), has tried the sneaky 
dodge of asking Japan to buy some of its 
rice mountain to distribute to third coun- 
tries as food aid. Japan is having none of 
that. America will be told so by the 
special rice mission that is going there 
soon under the leadership of Mr Tsutomu 
Hata, a former Japanese farm minister. 


Hanson Trust 


Crisp business 


After a hectic summer selling assets from 
two bulky acquisitions it made a few 
months earlier, Hanson Trust has _ 
slimmed down profitably. The latest sale - 





by Britain's best known corporate preda- 
tor is of Golden Wonder, the country's — 


second largest producer of potato crisps, 
to Dalgety for £87m ($125m). That is 


Trading companies . 

Hanson Trust's asset sales —— 

SCM: bought for $930m — — 

Company —— Sold to in For ($m) 

SCM property interests — i April — . 36.5 

Sylvachem ` international Paper May — 30 

Parts of Allied Paper Boise Cascade May 180 

Glidden paints. m CM a . August  - 590 

Durkee Famous Foods Reckitt. & Colman - August 140 

Smith Corona — . — unsold - 

SCM Pigments . —  unsold 

Allied Business. fom ans : 

Toa — . 7 MS 

Imperial Group: bought for £2. 6 billion eis 

Company - Soldto - In. M (e (£m) 

Irmperial's hotels and Trusthouse July .. 190 
restaurants Forte | 

Courage brewery Elders [XL September. 1,400* 

Golden Wonder and Dalgety October 87 
other food interests 

Imperial Tobacco unsold 

Ross and. Young' $ unsold 





“Subject DTE By Monopole ani Mergers € 








Business schools reckon that many Ar 
waste millions of dollars because of t 






American and European companies 
ying habits. Some hints 


- on how to save up to one-quarter of the cost of materiats 


@ Polaroid, the instant camera maker, 
cut its purchasing costs by $27m in two 
years. It developed computer software to 
study its suppliers’ businesses and then 
told them how they could work more 
efficiently. 
€ Against strong Japanese competitors 
such as Canon, which treats its suppliers 
like members of a family, Xerox, an 
American office automation firm, has 
elevated suppliers to the top of its corpo- 
rate plan. It has reduced the number of 
them from 5,000 in 1981 to 300 this year. 

The bits and pieces that companies 
buy to make a finished product can add 
up to 80% of their total manufacturing 
costs. But managers tend to look down 
on purchasing as an operation full of 
people looking up boring catalogues. 
Buying departments are too often isolat- 
ed from a company's general strategy 
and from its cost controls. They are 
sometimes littered with underrated man- 
agers who treat suppliers as inferior 
adversaries. 

Mr Roy Shapiro, an associate profes- 
sor at the Harvard Business School, 
studied the buying and supplying prac- 


tices of the American, West European: 


and Japanese car industries. To show 
how important widgets are, he points out 
that electronic components in the aver- 
age 1985 car accounted for $900 of the 
cost—three times the 1980 figure. He 
reckons that the wise companies, what- 
ever they make, gain by nurturing the 
right suppliers. To improve product en- 
gineering and design, IBM keeps engi- 
neers permanently in the purchasing de- 
partment to liaise with the company's 





£33m more than Dalgety offered in April 
to Golden Wonder's then owner, Imperi- 
al Group. | 

For its £87m, Dalgety gets a 15% share 
of a British crisp market worth £620m a 
year, a virtual monopoly of the growing 
market for dried noodle pot snacks, and 
an outlet in continental Europe 
gets rid of another bit of Imperi u 
for £2.6 billion after an epic. struggle in 
April. Trusthouse Forte bought Imperi- 
al's hotels and restaurants for £190m in 
July and the pick of the litter, the Cour- 
age brewing business, was sold to Austra- 
lia’s Elders IXL (of Foster's lager fame). 
last month in a deal that depends on 
approval from Britain's monopolies com- 
mission. Thus Hanson has recouped al- 
most two-thirds of the cost of Imperial 






while retaining subsidiaries that in 1985 | 


churned out 55% of Imperial's profits. - 
pecans under Hanson's s control are 





buyers and its suppliers. 

But Mr Shapiro criticises the old- 
fashioned adversarial way of buying. In 
this, companies buy from hordes of sup- 
pliers held at arm’s length. Frequent 
bidding contests are held and orders 
shifted among suppliers chosen simply 
on price. This keeps prices low. But Mr 
Shapiro argues that total manufacturing 
costs rise because quality and delivery 
are unreliable. Supplier loyalty is dis- 
couraged and the risk of supply disrup- 
tions increases when demand rises and 
the suppliers go off and supply some- 
body else. Suppliers have no incentive to 
improve a manufacturer's prodücts. 

Compare this with what Toyota, Ja- 
pan's biggest carmaker, and other Japa- 





Supply on demand 





Imperíal Tobacco and Ross and Youngs, 
a frozen food business. But they are not 
unchanged. Hanson has cut bureaucra- 
cies and overheads. At companies for- 
merly owned by Imperial that has meant 
close monitoring of all capital spending 
over £500, reducing by 260 the Imperial 
central office staff of 300, and the sale of 
surplus London property. 

The break-up of scm Holdings, bought 
for $930m in December 1985, has yielded 
even greater benefits. Receipts to date 
from the auction of former SCM subsidiar- 
ies amount to $946m. And Hanson still 
holds Smith Corona typewriters; the 


world's third largest titanium dioxide 


business; and Allied Business Forms. To- 


gether they generated $145m in profits 


last year. 
Hanson shareholders will benefit 
mightily from stripping these sprawling 


vongiowicretes down to their core indus- 





 nese companies do. Buyer-supplier pa 





nerships are based on long-term mutua 
dependence. Toyota has few suppliers, 
and links are tight between suppliers and: 
managers in the buyer's manufacturing . 
and engineering departments. Supplies — 
arrive only when they are needed, which " 
reduces inventory costs. | 

Japanese suppliers tend to be small. 
Their wage rates are about half those of 
larger companies and their workers put 
in 15%- more hours a year. Yet they feel | 
adequately compensated by the large - 
volumes that come with long-term links 
and by the pride of being considered part 
of the family. 

General Motors, America's largest 
carmaker, has followed Toyota. In a $40 
billion plan to integrate all its manufac- 
turing using computerised tools, sensors. 
and data collection, GM has issued termi- 
nals to all its main suppliers and tied 
them into its own information network. 
Suppliers will eventually track produc- -f 
tion and deliver components to GM fac- of- 
tories as they are needed. They will also. |. 
collaborate on developing new compo- 
nents for future models. 

Western European companies are 
mixed in their buying habits. There are 
fewer small suppliers, and more manu- 
facturers make their own widgets. Nev- 
ertheless, many still follow old practices, 
hoping that tapping several suppliers will 
somehow push their costs down. 

Others prefer the value of a few care- 
fully selected suppliers. Volvo gets 7096 
of its materials outside Sweden, and 
establishes close links with the chosen 
firms. Marks and Spencer, Britain's top 
clothing and food retailer, deliberately 
gets its finished products (it makes noth- 
mg itself) from suppliers close to the 
communities in which it sells. Lord Sieff, 
its former chairman, says the company's 
close relationship with its suppliers is 
undoubtedly responsible for the quality 
and value associated with the company. 













tries. Analysts expect the group to make 
£650m-700m in the year to September 30. 
1987, a big jump from its pre-SCM, pre- 
Imperial profits of £250m. Hanson is. 
likely soon to go shopping again in Amer- 
ica. Look out for something big. By the - 
end of this year, Hanson's cash reserves 

could total about £3.5 billion. ! 


Malaysian economy 


Come back 
foreigners 


Dr Mahathir Mohamad, Malaysia's prime 
minister, used to disparage the West and 
its multinationals. Now, he woos every 
visiting American businessman. Malaysia 
wants all the foreign investnient it can 
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Mahathir waves hello 


get—including turning some of its debts 
into equity. Dr Mahathir recently went to 
Tokyo to ask the Japanese to do so, 
because their loans have become more 
onerous thanks to the rise of the yen. 

There is good reason for his change of 
heart. Pepper apart, the prices of Malay- 
sia's commodity exports, including oil, 
have tumbled over the past 18 months. 
Until 1984 the country's real GDP was 
showing annual growth rates like 74%. In 
1985, the first official guess was a growth 
rate of 2.8%; that is probably going to be 
revised to an actual shrinkage of around 
1%. This year is unlikely to be much 
better. The central bank's worst fears 
about the prices of oil ($15 a barrel), tin 
(M$14 a kilogramme), and palm oil 
(M$600 a tonne) have all come true. 
When the government presents its budget 
on October 24th, Malaysians will be made 
to tighten their belts. 

Attracting more foreign investment 
may be sensible, but it is also embarrass- 
ing since it involves abandoning the basic 
tenet of Malaysia's New Economic Policy 
(NEP). This decreed that by 1990 bumipu- 
tras—‘sons of the soil", or indigenous 
Malays—should hold 30% of companies’ 
equity. The idea then was that up to 40% 
could be held by Malaysia’s ethnic Chi- 
nese and Indian communities; and for- 
eign ownership would be limited to 30%. 

The start of the NEP in 1970 was under- 
standable. In the previous year, riots 
occurred between the disadvantaged Ma- 
lays, who make up half the population, 
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and the more prosperous Chinese third. 
In its own terms, the policy has even 
seemed a success: bumiputra holdings 
have risen from 1% of total equity in 1969 
to almost 18% today. But part of the 
price has been a flight of capital. Direct 
foreign investment has shrunk to around 
M$2 billion ($764m) from more than M$3 
billion in 1982; and the net flow has been 
outwards for the past three years. As the 
World Bank puts it: “Foreigners do not 
re-invest the funds they receive in the 
country; and other businesses, discour- 
aged by the threat of equity restructuring, 
prefer to hold foreign assets.” 

Dr Mahathir exempted some business- 
es from this threat several months ago. In 
May, Rothmans was allowed to keep a 
50% stake in its Malaysian operations, 
after giving 30% to bumiputras. Similar 
deals were planned for Nestlé and ICI. 
Now the threat of equity restructuring has 
been formally abolished. On a campaign- 
ing visit to New York this month, Dr 
Mahathir announced that until at least 
1990 foreigners can keep all their invest- 
ments if they do one of three things: 
export at least half of their production; or 
sell more than 50% of their output to 
companies in Malaysia’s free-trade zones; 
or employ more than 350 Malaysians. In 
other words, the completion of the NEP’s 
social engineering will have to wait until 
after 1990. 


Argentine gas 


Pipe-dreams 


BUENOS AIRES 


Argentina has at last taken a tentative 
step towards harnessing competitively 
some of its natural-gas reserves—at 680 
billion cubic metres, slightly more than 
Britain’s. On October Ist, the govern- 
ment issued a formal, though vague, 
invitation for bids for a “large” plant to 
produce fertiliser. The invitation comes 
when other big downstream fertiliser pro- 
ducers (like Mexico) are struggling to 
make profits. The worldwide fall in oil 
and gas prices has blunted the competi- 
tive advantage they had from cheap feed- 
stocks. Never mind. Argentina has a long 
way to go before it can sell fertiliser in 
world markets. Until now it has never 
searched for a market-oriented way to 
make the stuff, but only for ways that 
soldiers or politicians thought 
appropriate. 

The government is not being explicit 
even now. Clear guidelines are lacking 
about the proposed size for the plant, 
how it will be financed, what it will 
produce and where it will be built. Argen- 
tina will probably have to look abroad for 
foreign investors, meaning even more of 









Walton’s way 


WASHINGTON, DC 


The man whom Forbes magazine’s annu- 
al survey has found to be the richest man 
in the richest country in the world drives 
a pick-up truck and borrows change for 
the telephone. Nor does he live in Bever- 
ly Hills or Manhattan, but in Bentonville 
(population less than 9,000), a town in 
Arkansas, which calls itself the “land of 
opportunity” state. 

Forbes reckons that Mr Sam Moore 
Walton, aged 68, is worth $4.5 billion— 
up from $2.8 billion last year, when he 
also topped their list. Mr Walton is the 
chairman and main shareholder of Wal- 
Mart Stores Inc, whose 950 discount 
stores, grouped mainly in the southern 
and south-western states, generate sales 
of more than $8.4 billion a year. The 
company’s share price has risen over the 
past 12 months, giving Mr Walton that 
extra couple of billion with which to ease 
himself towards his 70s. 

He opened his first store of any kind in 
Newport (population 8,300) in Arkansas 
in 1945, and his first Wal-Mart in Rogers 
(population 17,000) in Arkansas 17 years 
later, going public in 1970. His knack, it 
appears, is homely. He has found that 
state-of-the-art technology and manage- 
ment techniques in such things as distri- 
bution and inventory control can make 
assets in the smallest of American towns 
yield a large profit. 

That, plus old-fashioned hard work, 
thrift (hence the pick-up truck) and mo- 
tivation, provides the key to Mr Wal- 
ton’s success. He never misses a chance 
to lead his troops in pep-rallies when a 
new store is opened—and once, grass- 
skirted, danced a hula on Wall Street 
when results exceeded expectations. 
Who said traditional American values 
are not worth what they used to be? 







































the "dependence" so loathed by Argen- 
tine nationalists, including prominent 
members of President Raul Alfonsin’s 
ruling Radical party. The alternatives are 
either western bank credits, which mean 
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recently made an official visit). _ 
A special committee is still wra 
about what the plant should be for: a 
monia and similar gas-based products, 
mainly for export; or urea, mainly to 
boost the output of Argentina’s own 
farmers? The committee is studying bo- 
gus estimates of how much fertiliser the 


country's farmers might need during the 
rest of this century, instead of cutting. 
investment free from red tape as Mr 


- Alfonsin asked. 

Another obstacle to progress is Mr 
Felipe Sapag, the governor of Neuquen, 
the province where 70% of Argentina’s 
gas reserves lie. He battles against any 

plans to tap his province’s gas for projects 
sewhere. Neuquen is some way from 
The domestic fertiliser markets in the 
main farming regions of central Argenti- 
na. Nor is it conveniently placed to serve 
the country’s Atlantic ports and world 
export markets. The government's fa- 







voured site for the plant is the port of. 


Bahia Blanca, but Mr Sapag seems deter- 
mined to block that. 


American magazines 


Business weak 


America's leading business. magazines, 
Business Week, Forbes and Fortune, are 
learning a new business lesson: advertis- 
ing revenues do not rise automatically 
every year. McGraw Hill's Business 
Week, the biggest of the three, has suf- 
fered the sharpest setback. Its advertising 
boe declined 8.5% in 1985, the first 

fall in recent memory. In an attempt to 
increase its share of a shrinking market, 
Business Week has begun openly to offer 
"free" advertising pages. 

In the first half of this year, advertising 
revenues fell at Business Week and at 
Fortune (owned by Time Inc) and were 
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| The 7 com Blame: the sh lug 1S 
American economy, plus the collapse, 


| restructuring ór merging of many compa- 


nies and industries. They note especially 
in free-spending hi-tech indus- 





trie 5s like computers and in low-tech ones 


like liquor and tobacco. 

Aggregate advertising revenue for the 
three magazines has nearly doubled since 
1980, and the average revenue from each 
page of advertising has grown in line (to a 
range. of $33,000-43,000). Forbes and 
Fortune; both fortnightlies, have made up 
ground against Business Week. Since 
1980, Forbes's revenues have grown by 
15896, Fortune's by 108%, and Business 
Week's by only 30%. Mr Dunn claims 
that Forbes has advanced largely at Busi- 
ness Week's expense; he thinks Business 
Week lost ground making improvements 
that took time to be noticed. Business 
Week and Fortune are managers' maga- 
zines; Forbes is more slanted to institu- 
tional and individual investors, which 
helps when corporate spending is down. 

Falling revenues have so worried the 
magazines that they have sniped at each 
other in their own advertising campaigns. 
“Who ever heard of a Forbes 500 compa- 
ny?" asks one Fortune advertisement. 
Fortune is developing a new advertising 
pitch. Next month, it will launch a cam- 
paign emphasising “journalistic perfor- 
mance”, a welcome change of tack. 

Corporate advertisers have suddenly 
found themselves in the driving seat. 


They no longer accept automatic in- 


creases in rates. Savings of $1m on their 
magazine advertising budgets are now 
considered a minimum by large compa- 
nies. Business Week, Fortune, Forbes and 
others. have already had to concede 
sweeteners such as unofficial discounts 
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enticements dike fr free trips and ann j 
for managers of companies buying space 
Business Week and Fortune, which ha 
international editions, also try to- box 
advertising in their domestic issues b: 
offering foreign companies discounts on 
international advertising rates if they bu: 
space in the American editions as well 
Business Week's new gambit—a free page 
for every five pages that a company buys 
up to a maximum of five free Pages : 
year—raises the stakes further. i 





















































British mail order 


Putting on some 
style 


Britain's mail-order firms, in the dol- . 
drums since the early 1980s, are shaking: 
off their dowdy image to good effect. 
According to Verdict Research, an inde-. 
pendent firm of retail analysts, growth in. 
mail order has averaged 10% a year for . 
the past two years. This year, its growth 
will even outstrip that of Britain's go-go _ 
retailers. AES 

The six firms which dominate the busis 
ness—they account for 98% of the £3.2 
billion ($4.6 billion) market—saw their | 
profits slump in the early 1980s, As intere 
est rates rose, bad debts increased. The . 
number of agents (responsible for gener- 
ating four-fifths of mail-order sales) fell 
sharply, and other forms of consumer | 
credit, such as hire purchase and credit. — 
cards, competed with the credit provided. _ 
by the mail-order firms. In 1980, mail. 
order accounted for some 6% of all. 
consumer credit outstanding; the figure is 
now nearer 4%. 

The big six are trying to change their. 
image by aiming at higher-spending con- 
sumers. Some are launching new cata-. 
logues—called “‘specialogues’’—aimed à 
the 28-35 age group that accounts for 40% . 
of the retail market. They are sellin: 
goods based on themes, as Banana Re 
public (with safari-type clothes) and Vic 
toria’s Secret (with soft-porn underwea 
and nighties) have done successfully i 


















apogee A Warehouse cata 
logues which are sold through its 600,000 
agents. Grattan, which holds a 10% shart 
of the mail-order market, has merge 


























































Television shopping. is one of the dei 
etail fads in the United States and 
-Home Shopping Network (HSN), inven- 
tor of the broadcast bargain basement, is 
. one of the most spectacular successes in 
^" the business. Started in July 1982 in 
Clearwater, Florida, HSN made profits of 
.$30m in its first year of national distribu- 
.tion (to the end of August 1986) on sales 
of $160m. The price of shares from its 
first public offering has risen sixfold 
“since May, and HSN is going back to Wall 
Street for a further $300m or so to 
— finance ambitious expansion plans. But 
-—' Others are already trying to move into its 
markets. 

HSN grew out of a string of Florida 
radio stations owned by Mr Roy Speer 
and Mr Lowell Paxson. When they be- 
gan to experience difficulties selling air- 
time to would-be advertisers, they tried 
selling products direct through a folksy 
chat show. The idea worked. Today, HSN 
reaches over 8m homes, 24 hours a day, 
via cable television. Although it is hard 
to estimate how many actually watch 
HSN's programmes, more than 500,000 
viewers bought goods from the company 
in the year to August 1986. Encouraged, 
HSN is spending around $150m on ten 
small broadcast stations to build up its 
















= clothing retailer. Next will be launching 
. its own catalogue in 1987 with the help of 

Grattan, offering a wider range of mer- 

- chandise than is in its retail shops. 

= Great Universal Stores (Gus), by far 
-the largest and most successful mail-order 

firm, has bought a 23% stake in Harris 

-Queensway in exchange for GUS's Times 







Mail order | presume — 


K mputerised banking system. 


audience. | 

The expansion could backfire. High 
volume and low overheads have been the 
key to HSN’s success. Most of its goods 
are bought on the cheap from forced 
sales and overstocked wholesalers. 
Viewers call-in to place their orders after 
a brief display of goods on the air. Sales - 
are recorded and shipments organised by 
a proprietary computer system (the com- 
pany which developed the software gets 
1% of HSN’s profits). 

There is no guarantee that HSN’s new 
broadcast stations will bring in enough 
viewers to pay their way. Worse, cable 
operators may resent HSN Offering free 
programmes on the broadcast stations it 
is buying while cable operators ask sub- 
scribers to pay for the same thing. 

HSN can ill afford to offend the cable 
operators because its competitors are 
trying to woo away the cable firms that 
carry HSN's programmes to most of its 


Furnishing and Home Charm shops. Sir 
Phil Harris, chairman of Harris Queens- 
way and a skilful retailer, is now on GUS's 
board. N Brown, a small but fast-expand- 
ing outfit with 2% of the mail-order 
market, has joined forces with Marks and 
Spencer to launch a new mail-order cata- 
logue selling home furnishings. The 16- 
page catalogue has just been mailed to 
250,000 of the 1.3m Marks and Spencer 
card holders. 

The mail-order firms have also been 
sprucing themselves up. They are getting 
more efficient at collecting orders and 
distributing goods. Freemans, the first to 
establish a telephone ordering service, 
now takes over 7096 of its orders by 
telephone. Computerised stock control 
and mechanical handling systems have 
been installed in warehouses. — 

Better customer lists have ‘meant that 
sales “generated through direct mail 
(where firms sell direct. to customers 
rather than going through an agent) are 
growing by 15% a year. And technology 
has opened up a number of new opportu- 
nities. Both GUS and Littlew ic coa re- 







| newcomer to » mail-order, "offers 
Hc melink 








tions CARERE s biggest. cable operator 
by far), COMB (a seller of discount goods 
owned by Mr Irwin Jacobs, a financier) 
and Warner | Communications. Cable 
Value Network has so far signed 18 cable 
operators to carry its programmes. Cable 
Value, which offers a wider variety of 
goods ‘than HSN, reaches 6m subscribers 
today, and plans to reach around 15m 
homes by early next year. By early. 1987, 
it plans to begin operations in. Europe 
and Canada. 

The ultimate arbiters of television 
shopping's fate, however, will be the 
viewers themselves. So far, HsN's view- 
ers seem to be a pliant bunch. Each HsN 
shopper made an average of 15 pur- 
chases last year. And HSN encourages 
loyalty by sending gift certificates to 
customers on their birthdays and anni- 
versaries. Few complaints are heard 
when shoppers are put on the air for a 
quick chat with "Budget Bob" or one of 
HSN's other comperes. But fortunes 
made as quickly as HSN's have a nasty 
habit of disappearing almost as fast. 





American sanctions 


A strategy for 
strategic metals 


WASHINGTON, DC 





Now they have voted in a package of 
sanctions against South Africa, Americang 
congressmen are starting to think about" 
what other goods might be brought into 
the sanctions net next year. Some politi- 
cians talk of including more metals. They 
should remember, though, that sanctions 
on strategic metals such as platinum, 
vanadium and chromium could much in- 
crease the cost of sanctions to America. _ 
If America wants to avoid big price 
rises, which inflict greater harm on buyers 
than they do on South African sellers, it 
should exclude vanadium from any future 
sanctions measures. Vanadium is used in 
making steel for oil and gas pipelines and. 
for the chemical industry. South Africa 
accounts for around 60% of the world’s 
vanadium production. Exports of the 
metal bring about $100m a year to South 
Africa. Forbid its export to America and 
the price there of non-South African 
vanadium could double overnight. Amer- 
ican users could buy alternatives such as 
molybdenum, but that would only stimu- 
late the: price. of that metal, Alternatively, 














750,000 DM, 4x 1,000,000 DM, 3x 1,500,000 
DM and 3x 2,000,000 DM. And another 
388,950 prizes ranging up to 100,000 DM 
complete our super offer. You wil also tind, that 
at the time when numbers are drawn and elimi- 
naled, the prizes are much larger than the actual 
stakes paid. 





aking many happy 
winners is our business 


,. and opportunities inthe SKL are really super. 
With a limited supply of only 800,000 licket 
numbers, we guarantee that 388,994 prizes to- 
talling well over 330 million DM will be raffled. 
This means: nearly every second number is a 
winner in the game, which creates the 
mathematical probability to win by participating 
with at least three tickets with different numbers. 
One complete lottery (series), extending over a 
6 month period, is divided into 6 classes. Each 
single class has 4 draws (one every Saturday) 
except the 6th (main) class which has 6 drawing 
days running over a period of five weeks, The 
total of winning numbers and the value of prizes 
increase from class to class up to the las! 
three draws of the series when three prizes of 
2 million DM each wii! be raffled! 


The lottery 
is state administered 


This institution, sponsored by the Federal States 

f Baden-Wurttemberg, Bavaria, Hesse and 

ihineland-Palatinate, is controlled by an official 
board of directors in Munich, The prize schedule 
is the basis of the lottery showing all the prizes 
and drawing dates. This is compiled and agreed 
to by the authorities involved before the series 
starts. All data shown thereon will be followed in 
detail, The draws are public and state controlled 
thus giving the assurance that all prizes are given 
to their rightfu! winners. Tickets are sold solely 

through lottery agents, who have to be appointed 
Dy the financial ministers of the Federal States 
cone nee. 







Prompt and efficient 
service for all clients 


.. Each and every winner is informed. You will not 
' only be sent the official winning lists along with 
5 the renewal tickets every four weeks, but we'll 
also notify you personally and in strictest confi- 
dence immediately whenever you win. As all our 
Clients" records are kept solely in our office and 
under professional secrecy, nobody else will 
khow about your participation in the lottery: OF 


possible winni is All prizes are immediately i 
free from German tax and accord: 
ng to Pih advice, Ait payments are made in. m 


E a out in full, 


| Don t miss our new — -greatly improved- - SÜDDEUTSCHE KLASSENLOTTERIE — - the 80th: series that gives you the gol í 
opportunity to win more. In fact there are bigger, better and more prizes than ever before. Well over 388,990 guaranteed pri; 
with.a total value of 330, 930, 000. DM will be raffled out of a mere 800,000 ticket. numbers. 


There will be 26 draws during the course of ihe 
seres with the following total of guaranteed Top 
Prizes: 20x 250,000 DM, 10x 500,000 DM, 4x- 





3x 2 
4x 1 


4x 750,000 DM 
10x 500,000 DM = 5,000,000 DM 
20x 250,000 DM = 5,000,000 DM 
32x 100,000 DM = 3,200,000 DM 
22X 80,000 DM = 1,760,000 DM 


3,000,000 DM 


d 
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Buy tickets and win! 


Tickets are issued as full tickets, half tickets 
and smailer shares. All of them take part in 
the draws and have equal winning chances. 
But only full tickets receive 100 % of the 
prize money. Fractions of shares, costing 
their respective parts of the stakes, are 
consequently only entitied to their corres- 
ponding portions of the prize money. How- 
ever, the more tickets you play, the better 
your chances are of winning — and in order 
to keep it cheap — play fractions of tickets. 


Cut out along dotted line and mail in an envelope. 


ia ine aai mina aaa TINH vieta ace o ahi am leThs cite ee Mai S him mimüpen WV ey — 


Complete, enclose your cheque and mail to: Mr. W. Wessel, P.O. Box 104067, D-3500 Kassel: 


Please send me by return post SÜDDEUTSCHE KLASSENLOTTERIE tickets as stated below: 


(approx. US$ 384 or Esig 256) = DM oo ee | 
(approx, US$ 192 or £stg 128) = DM od 
(approx. US$ 96 or £stg 64) «DM oau. MEM. 
(approx. US$ 288 or £stg 192) 


| 
| TICKET ORDER 
| 


poem Full Tickets at DM 792 each 
fis sei Haif Tickets at DM 396 each 
EO Quarter Tickets at DM 198 each 
| m Lucky Trios* ^ at DM 594 each 


* = 3 Quarter Tickets with different numbers 
Europe 


mailing charges etc. Overseas DM21 (approx. US$ 10.20 or £stg 6.80) 
Total amount of the enclosed cheque in DM or the equivalent in US$ or Ésto = DM ou da 


| 

| 

| 

| 

| The quoted US-$ or Esty are aniy a rough guide. For exact exchange rates please ask your bank. The DM prices stated above cove 
whole series of 6 classes. Payment by OM bank draft drawn on a German bank is recommended and is usually free of charge. H yi 

| by bank transfer, personal cheque or in foreign currencies. please add bank charges. You will be credited with the DM equ 

| received. All cheques should be made payable to Mr, W, Wessel, it not included. payments should be recewed here belore Nov. 1 
i 1988. Should you order daler. pee: enclose Joor AREARE with order, 

| 

| 

| 
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Mail tickets to: Mr. : 


FULL NAME: coe ene etd 
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Million DM | 
3x 1.5 Million DM = 4,500,000 DM — 
Million DM = 4,000,000 DM 


388,192 prizes under 10,000 DM = 286,400,000 DM 


388,994 PRIZES AT A TOTAL AMOUNT OF 330,530,000 DM 


BUTS. 


DM 12 (approx. US$ 5.80 or £stg 3.90) -pM 


_| Mrs. C Miss O Messrs. (print clearly) Please answer in German © in English | 1 
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= 6,000,000 DM | 


26x 60,000 DM = 1,560,000 DM 
30x 50,000 DM = 1,500,000 DM 
34x 40,000 DM = 1,360,000 DM 
74x 25,000 DM = 1,850,000 DM 
940x 10,000 DM = 5,400,000 DM 
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To join — just simply complete the attached. order 
coupon and send it together with your remittanc 
to the address below. Full information in English 
will follow with our delivery (all overseas letters: 
are airmailed). H you send your order and draft to: 
arrive here before the first draw on Nov. 15thy 
1986, you can be sure that you will take part in ail: 
26 draws of the 80th lottery nght from the start 
and will have full benefit of your stakes. 


e Mr. W. Wessel 


a A Government Accredited Lottery Agen : 
aum Ue UlmenstraBe 22, P.O. Box 104067 
"*? — D-3500 KASSEL, WEST GERMANY 






(West Germany) 
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With the new long-range 747-400, nonstop All at the lowest cost per seat mile of any 
service will now be possible between such distant intercontinental jetliner in history. 
cities as Singapore and London; San Francisco and The 747-400 is an advanced aircraft that 


Hong Kong; and Taipei and Los Angeles, can fly 450 passengers a full 8,000 miles, nonstop 





Singapore 


No wonder major international airlines 
from all over the world are rushing to add the 
747-400 to their fleets. The first 747-400s are 
scheduled for delivery in 1988. 
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The 747-400. For international airlines that 
want to go farther to serve their customers. 
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the growth rate of the largest industrial nations. 



















Interbank is a major player in Turkey's remarkable exporting success. 


As the country’s leading wholesale bank, we provide the kind of inter- 





E national expertise, financing facilities and correspondent network needed 














to support an ever-growing volume of trade transactions. 


E No wonder then that Interbank handles some 12% of this international 
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pe trade. Our select portfolio of top-tier corporate clients dominate Turkey's 
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Achieving - and maintaining - this market position requires experi- 
ence and flair on an international scale. 


At Interbank, we have nearly a century of business between east and 


| WES 
west behind us. And in front of us, ever-expanding possibilities for m um 


innovative and profitable banking. 8.496 


YINTERBANK 
.. +2 THE TURKISH BANK FOR 
INTERNATIONAL TRADE 
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the American government could subsi- 
dise more domestic vanadium produc- 
tion. Both solutions would be costly. 

Sanctions on the platinum group of 
metals could also backfire. South Africa's 
sales of these metals to America will 
probably exceed $500m this year. Ameri- 
ca's only other significant supplier is Rus- 
sia. Banning South African platinum 
would send short-term prices rocketing 
and hand big profits on a plate to the 
many speculators who have bought plati- 
num this year. 

Chromium is a different story. A Unit- 
ed States' Bureau of Mines report studied 
the effects of a three-year 100% cut-off of 
chromium imports from South Africa, 
plus a 90% cut-off of supplies from Zim- 
babwe. American chromium use, cur- 
rently 459,000 short tons a year (72% of 
b is imported from South Africa, 







babwe, Zaire and Zambia), would 
use prices to soar and consumption to 
nose-dive by 50%. GNP would be cut by 
$15.2 billion, mainly through cuts in stain- 
less steel output. Employment losses 
would average 146,000 a year. 

That sounds scary, but the bureau 
admits that such a serious supply disrup- 
tion is unlikely, and its study does not 
take into account use of chromium from 
America's strategic stockpile. The bureau 
also investigates the costs of a year-long 
chromium cut-off of 50% or 25%, and 
concludes that using other non-commu- 
nist chromium supplies and stocks of the 
metal in private hands would avoid any 
cut-back in stainless steel production. 
Nor would there be much loss, under any 
circumstances, in the case of manganese. 
America uses 627,000 short tons of man- 
ganese a year, 38% of which is imported 
from southern Africa. 

So chromium and manganese could be 

ded to the sanctions list without incur- 
ring crippling penalties for America. But 
the possibility of a dramatic short-term 
price rise would remain. And it would be 
Americans, not South Africans, who 
would have to pay the bill. 


EEC economy 


Man the pumps 


BRUSSELS 





There is little hope of achieving the EEC's 
declared aim of reducing its 20m unem- 
ployed by one-third by 1990. Despite 
cheaper oil, lower inflation and falling 
interest rates, the European Commission 
forecasts in its latest economic report that 
the average real GDP growth within the 
EEC's 12 member states this year will be 
2.595 —only a shade over the 1985 figure 
of 2.4%. Next year will be only marginal- 
ly better (at 2.8%). Both figures are well 
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short of the 3.5% average growth rate 
needed to meet the Commission's target 
of 8% unemployed by the end of the 
decade. The unemployment rate this year 
looks like being unchanged from last 
year's 11.9%, while prospects for 1987 
look only slightly rosier (11.7%). 

With EEC exports likely to suffer from 
America's determination to cut its trade 
deficit, and with slack world trade, the 
Commission says any boost must come 
from  pump-priming within member 
states. Most will look to a series of part- 
public and part-private investment pro- 
jects worth up to $35 billion over the next 
five to seven years to provide jobs. They 
include the Channel tunnel, a high-speed 
rail link between Paris and Cologne via 
Brussels, a new generation of telecom- 
munications networks, and improved 
















How can a top chef make good food and 
good money? Not, it seems, by cooking 
alone. In London, even a gourmet res- 
taurant that is always full and leaves little 
change out of £100 for a dinner for two 
does not make enough money for a big 
salary in the kitchen. So famous chefs 
have had to branch out. Some market 
their fame like sportsmen. One leading 
French chef kisses ovens in television 
advertisements. Another allows his pic- 
ture to appear on packets of salami. In 
Britain, the Roux brothers, who started 
two of the 28 European restaurants 
awarded three stars in the latest Michelin 
Red Guide (Le Gavroche and The Wa- 
terside Inn), are trying a different way: 
mass-marketing gourmet meals. 

The brothers, Albert and Michel, have 
already spread some way from their 
original restaurants. They are partners in 
several joint ventures that have helped 
some of their best chefs set up their own 
businesses. They write books, manage a 
hotel and own a butcher, a patisserie and 
a catering business. The annual turnover 
of all their diverse interests is said to be 
around £16m. In a few years, the broth- 
ers hope to go public. Mass-marketed 
gourmet foods could make them much 
bigger and much richer. 

Their first step is a restaurant for 300 
in the City of London; it serves food pre- 
cooked in vacuum-packed bags and re- 
heated to order. High volume and the 
use of relatively unskilled labour allows 
them to offer a three-course meal with 
coffee, but not wine, for £12.50. 

Pre-cooked food is not generally asso- 
ciated with haute cuisine. However, 
three years of research have convinced 
Mr Albert Roux, the elder brother, that 
cooking food in virtually airtight plastic 
bags and promptly chilling it can make it 
tastier. (It does not work with all foods: 
it would do nothing for delicate fish, for 
example.) The brothers hope to export 





































Bags Rouxl, OK? 


road, rail and waterway links in Europe. 
The report berates Britain for not boost- 
ing its infrastructure spending. This, it 
says, would do more to create jobs than 
any of the government's tax cuts. 

The Commission believes that private 
consumption should be allowed to ex- 
pand through a judicious mix of moderate 
wage increases (with a limit of 1% a year 
in real terms), and lower taxes and social- 
security contributions. But these mea- 
sures alone will not remove the need for 
special job-creating projects. In these, 
West Germany should take the lead. But 
the Commission rejects the notion that 
West Germany should cut its interest 
rates to stimulate world trade. A cut of 
anything less than 0.5% in German bor- 
rowing rates would, it says, have a negli- 
gible effect on the world economy, 





this bag technology; they have had tenta- 
tive discussions with the American group 
W. R. Grace about selling the technique 
for use in its restaurant chains across the 
United States. 

Customers have given the brothers' 
new restaurant, tweely called Rouxl Bri- 
tannia, an initial welcome. After 14 
weeks, returns are on target. If all con- 
tinues to go well, four more will be 
opened on the same lines. The brothers 
may then franchise the formula. Mr 
Albert Roux, not averse to eating a tasty 
hamburger when nobody is looking, says 
he would like to turn it into a sort of 
upmarket McDonald's. He believes that 
enough Britons appreciate good food to 
support à mass market somewhere be- 
tween cheap family restaurants and ex- 
pensive haute cuisine. 
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ne According to economic princi- 
ples, the drugs market ought to 
.run well in the absence of con- 
trols. There are many buyers 
.worldwide, many sellers, many 
: products, no natural monopolies, 
no obvious cartels and ample 
<< competition. Demand, it seems, 
_. would be governed primarily by 
the medical needs of a communi- 
ty; and supply should be easily 
met by switching on the manufac- 
turing tap. Drugs are easy to 
<= make and the raw materials not 
. mn short supply. In these circum- 
stances prices, too, would reflect 
—the value the consumer is. pre- 
pared to put on health. 
. In practice, things are quite 
different. Some companies make 
= profits which seem excessive. In 
the United States, one of the 
“freer” markets, 12 drugs makers 
< feature among the top 50 compa- 
nies in the Fortune 500 by return 
on sales (net profit as a percent- 
age of sales), but none do by 
turnover. Some companies have 
sold drugs which are unsafe, 
sometimes knowingly. This helps 
explain why governments regu- 
late the drugs industry. 
. Notthat more regulations have 
: done much to hamper the indus- 
-trys profits: the two have in- 
creased in tandem. And although 
nearly everybody agrees that reg- 
ulation is essential to safeguard 
the public, . many--especially 
> within the industry—think that 
‘too much regulation has made 
: the market inefficient. 
<: This brief looks first at the 
"extent of concentration, and 




















; edo industry; then at 
the 
upon it, how these regulations 
may cause new inefficiencies in 
tlie drugs market and what gov- 
- ernments can do to avoid that. 
Much of this comes down to a 
. single question: is the drugs mar- 
- ket over-regulated? | 
In 1985, the world: market in 








lion. Prescription drugs (drugs | 
available only through a doctor) | 
- accounted for about $70 billion. 





the-counter (OTC) products, such 


A reg sgulatoy overdose? M 
ornn control the manufacture and sale of 


< hence. competition, within the 


regulations . superimposed - 


drugs was worth about $88 bil- t 


The remaining sales were of over- | 


'escription di or the good reason that they want the 

lic t to have safe products at reasonable prices. Lied thé m 
| vools Briefs on markets, examines wt 
such regulation has made the drugs market inefficient - 





as mild painkillers and ahtisep- 


tics, sold freely in pharmacies and 


supermarkets... 

Drugs companies are different 
from most other manufacturing 
industries because their success 
depends so heavily on innova- 
tion—their ability. to produce 
new drugs with a unique action 
and effect. Drugs companies can 
gain an advantage over their 
competitors by reducing produc- 
tion costs, and this traditional 
form of competition does take 
place. But they must also keep 
coming up with new products. to 
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, competitors are free to 
copy it immediately? 




























This line of thinking has an 


‘impeccable. economic pedigree. 
This century's most distinguished 


analyst of monopolistic competi- 


tion, E. H. Chamberlin, wrote as . 


long ago as 1933 that 


"jt is now: generally accepted. eco- 
nomic theory that any industry 
which is based on innovation must 


be protected from the unfettered- 


forces of pure price competition. 


Yet, measured by shares of total 
sales, the industry does not seem 
highly concentrated. No single 
company has more than 3% of 
the world market. Most make 40- 


Top ten drugs 1985 
Brand Company : Treatment of Revenues 
Name 1985 est as % of 
| $m world sales 
Tagamet SmithKline Beckman Ulcers 890 1.0 
Zantac Glaxo Ulcers 727 0.8 
Feldene Pfizer Arthritis 467 0.5 
Tenormin — ici High blood pressure — 420 0.5 
Inderal American Home High blood pressure. 405 0.5 
Products 
Voltaren Ciba-Geigy Arthritis 402 0.5 
Naprosyn Syntex. — Arthritis 400 0.5 
Valium Hoffmann-La Roche Anxiety 400 0.5 
Amoxil Beecham Infection 390 0.4 
Aidomet Merck High blood pressure — 370 0.4 





Source: Hobert Fleming & Co 


thrive: low-cost production meth- 
ods are not enough on their own. 

Because of their emphasis on 
innovation, pharmaceutical com- 
panies put great store on patents 


and brand names. These protect . 


the products themselves from im- 
itations as they emerge from the 
laboratory. The life of a patent in 
the United States is 17 years— 
unchanged ‘since 1861. In Eu- 
tope, it is 20 years. . 

In a typical rich country at least 
1,0 000 different chemical com- 


pounds ` are available. These are heart di 
the basic goods of the industry— i 
its real scientific innovations. 
Those 1,000 or so compounds are ' 


then - mixed and packaged as 














5 ucts -toutin different ponents: 


many thousands. of. different "e er mi arke 


90% of their sales in more than 
five different developed coun- 
tries (where healthcare systems 
are sophisticated enough to de- 
mand a wide range of drugs). 

And, despite the patent pro- 
tection of products, companies 
can compete with each other on 


the basis of therapeutic value. A 


drug that is better than a similar 
rival at curing an infection is 
more likely to get. prescribed. In 
each. therapeutic group of 


2 drugs—anti-cancers, antibiotics, 






tdrugs, stc—there are usual- 
ly five or more equivalent prod- 














of cure. less today:. "SmithKline 
i- Beckman's "Tagamet and Glaxo's 
Zantac. Their combined sales in 


mporary a mo- 
1985 were $1.6 billion, almost 2% 


determines 





of the world’s drugs market. In 
theory, once a patent. has expired 
other firms step in and produce a 
version of the drug containing the 
same active ingredients—and at a 
lower price, because the new- 
comers do not carry the R&D costs 
of that drug. The cheap, un- 
branded, off-patent drugs are 
called generics. — 

But even after product patents 
expire. brand names can often 
protect a product from generic 
competition. Drugs companies 
sell their products hard to d 
tors, who ‘mostly prescribe | 
brand . name. Sales-promotid 
costs average more than 10% of a 
drug's price. Without the large 
marketing budgets of the drugs 
multinationals, manufacturers of 
generics find it hard to win a 
significant share of a market. 

Few business activities are as 
tightly controlled as the manufac- 
ture and sale of. prescription 
drugs. In many countries, the 
relationship between buyer and 
seller is strictly defined by the 
state. So are the products avail- 
able and often their prices. The 
state sometimes becomes the mo- 
nopoly purchaser . (otherwise 
known as a monopsony). The 









regulatory controls are all exer- 


cised at a national level and can 
differ widely from country to 
country. 


Erecting barriers 


Companies face three main types 
of constraints in selling to 
consumers: 

© The means of distribution and 


payment. Between the manufac- 


turer and the consumer (the pa- 
tient) is placed a qualified profes- 
sional (the doctor), who 
the — consumer’s 
needs. The patient then generally 


obtains the product from a regis- 


tered distributor (the pharma- 
cist). The pharmacist is somehow 
reimbursed by the state for the 
drugs he dishes out. The consum- 
er may pay part of the cost, but at 
a pre-determined fixed price. In 
many systems, the doctor, the 


, pharmacist and the patient have 
a . no direct interest in the cost of 


the drug supplied. 


+ € Product regulation. Following 

| the thalidomide tragedy in Eu- 
y ' rope in the 1960s, when women 
- gave birth to deformed children, 
more governments began to de- 













have - to “undertake numerous 
tests in complex and expensive 
trials on animals and people. 
€ Price control. As state-subsi- 
dised health systems emerged, 
controls were also devised to con- 
tain healthcare costs. The drugs 
bill is a substantial part of these 
costs (10% in Britain and up 
20% in some other Europ 
countries). Drugs prices v 
therefore become a matter of 
negotiation between govern- 
ments and the drugs companies. 
These constraints have affect- 
ed the drugs market in many 
ways. The new regulatory de- 
mands have increased research 
costs. It currently costs an aver- 
age of $100m to get a drug from 


XS bench to pharmacy 






elf. This, in turn, has concen- 
mated R&D in large companies 
with big research budgets. 

The time needed to produce 


No monopolies 


Top ten drugs companies, 
by turnover, 1984 


Ciba-Geigy Bees 
Pfizer 


the proof of safety demanded by 
today’s strict regulations has also 
cut the effective patent life of 
drugs—ie, the period it is avail- 
able for sale before its patent 
expires. The effective patent on a 
drug is typically 9-11 years (in- 
stead of the permitted 17-20) be- 
cause it takes so long to get the 
drug tested and approved for 
marketing. The constraints have 
also widened national differ- 
ences. Superimposed upon the 
various prejudices and prefer- 
ences in treatment, they help 
make each market unique—even 
though, for the drugs multina- 
tionals, the processes of innova- 
tion and manufacture are the 
same everywhere. 

Distribution and reimburse- 
ment systems are among the 


things that vary. In Japan doctors - 
act as heir own poarmocius and 





In the United States, the feder- 
al government's. health systems 
(eg, Medicare, for old people), 
together: with those few insurance 
companies wl h cover the cost 
of prescription pills, determine 
the prices of drugs by bargaining 
directly with the producers. 
n (When monopolistic sellers meet 
monopolistic buyers, the result is 
a battle of bargaining strength.) 
Otherwise, most Americans buy 
their prescription pills out-of- 
pocket from outlets offering the 
cheapest prices. 

Methods of controlling drug 
prices vary as well. In Britain, 
drug prices are determined by a 
complex and secretive system 
known as the Pharmaceutical 
Price Regulation Scheme (PPRS). 
The government allows compa- 
nies to set their own prices for 
individual drugs, but limits the 
overall profitability. Company 
targets are set behind closed 
doors. This discriminatory 
scheme is said to favour innova- 
tive companies. which conduct 
their research in Britain. 

Britain also recently intro- 
duced limits on the sorts of drugs 
for which reimbursement 
through the National Health Ser- 
vice (NHS) is available. A restric- 
tive list is also used in Italy, in 
addition to price controls and 
variable reimbursement levels. 
France has strict price controls to 
try to curb health costs. West 
Germany has a restrictive list but 
otherwise allows drug companies 
to set their own prices. 

As a result, prices for drugs can 
vary by a factor of three at the 
wholesale level from the cheapest 
to the most expensive market 
within the EEC. Significantly, 
drug prices are higher in Britain 
and West Germany, which have 
flourishing pharmaceutical indus- 
tries, than in France or Italy, 
which do not. National price dis- 
parities have encouraged the 
growth of parallel imports, 
whereby a wholesaler buys a drug 
that is cheap in one market (eg, 
France) and sells it in another 
(eg, Britain), where it is more 
expensive. In the interests of 
competition and price harmoni- 
sation, the EEC Commission 
smiles on the parallel markets. 
Some governments smile too. 
Drugs companies naturally com- 
plain. They lose profit through 
pricing structures outside their 
control. 

Differing safety regulations 
also mean that different pills are 
available in different markets. 
America is the world’s largest 
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When 
SmithKline Beckman launched 
its anti-ulcer drug Tagamet, cur- 
rently the top-selling el world- 


wide, it submitted 45,000 pages. 
of evidence in 160 volutes to | 
FDA, including reports on 42, 


patients. For Britain, only 12 aus 
umes were necessary. 
While regulatory requirements 


are usually aimed at protecting. 
the public, they can be abused as 
non-tariff barriers. Japan virtual- 


ly excludes foreign. firms. from 
direct participation in its drugs 
market by, among other things, 
refusing to accept foreign data. 
The Japanese regulatory au- 
thorities justify their refusal by 
noting that the Japanese are 
physically different from west- 
erners, Japan was shaken in the 
1970s by its own drug tragedy. A 
gastro-intestinal drug, marketed 
worldwide, was found to cause a 
serious neurological disorder 


known as SMON. For reasons nevy- 


er fully explained (some reckon 
too-large doses were taken), no 
other nation succumbed to SMON 
on the scale of the Japanese. 


Inefficient markets? 


The complexities and distortions 
of the regulated drugs market 
make it difficult to judge whether 
it is operating efficiently. It is 
hard even to decide on a suitable 
criterion of efficiency. 

Free trade? If that is the test, 
the market clearly fails. Regula- 
tions place all kinds of barriers in 
the way. Americans could be de- 
nied the benefits of a new drug 
because their regulatory process 
is so drawn out. But is that always 
a bad thing? People everywhere 
are quick to criticise governments 
that permit dangerous drugs to be 
prescribed. The FDA much in- 
creased its public standing in the 
United States when its tests 
served to keep thalidomide out of 
the American market. The EEC 
recognises how strongly people 
feel about drug safety. It permits 


each of its member countries to 


prohibit the sale of any products 
that governments deem to be 
dangerous. 

What about competition— 
measured by pace of innova- 
tion—as a yardstick for efficien- 
cy? The market seems to fail this 
test too. The number of new 
drugs discovered has declined ap: 


were made in the 1950s and 
1960s: crs beta-blockers for 
heart disease, for example, or 
Hoffmann-La Roche's tranquill- 


iser, Valium. Since then fewer 
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tional vay is. getting. harder 
the time. That is why drug ci 


benefits 
‘bring. But the companies als 





“the. cheap substitutes, take up 
preciably. Most drug discoveries - 


have to rediscover the meaning of 































panies are so hopeful about th 
biotechnology - ma 


blame excessive regulation. 
They say they are squeez 
between the rising costs of mee 
ing drug regulatory requiremen 
and the fall in profits caused b 
governments' over-zealous price 
controls. This, they say, discour 
ages investment in R&D and de 
prives sick people of beneficial 
new medicines. 
Drugs companies think the 
United States, their most profit- 
able market, has got the balance | 
about right. American companies 
set their prices relatively flexibly. : 
It is never a truly free market. — 
But the companies are pleased | 
they do not have to deal with an __ 
official pricing apparatus such as 
Italy's. Yet American drugs firms - 
have shown themselves no better 


















































Spending more, , | 
for less Jo 
Drugs in the US d 





R&D expenditure 
(constant 1963 $, 
deflated by CPI} 


«Estimates from 1984 


New drug launches 










1955 60 65 70 75 80 88 


Source: Pharmaceutical Manufacturers Association —- 


able than their rivals to come up 
with new products. "- 

The fault may lie more with the | 
nature of the drugs business ite 
self, rather than with the regula- 
tions which govern it. Drugs com- 
panies may be too comfortably 
cushioned by their ability to gen- 
erate easy profits from old prod- 
ucts through brand lovalty rein- 
forced by advertising and by the 
way governments and insurance 
companies, not the prescribers 
(the doctors) and the consumers 
(the patients), pick up so much of 
the bigger bills. | 

At the moment, generic drugs 


only 2-3% of drug sales in Fà 
rope. A recent report suggests 
they could take 5095. If it prove 
right, the big companies mig 
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)portunity to extend its services 
o clients. 

— What this means, in practice, 
matching our customers' needs 
with what the newly de-regulated 
markets can offer. 

Fora start, in April of this year, 
sreenwell became a wholly owned 
subsidiary of Samuel Montagu - 
and so able to benefit from the many 
rengths of the Midland Bank 
Toup network. 

. We have invested considerable 
umsinnew computerandtelecom- 
unicationstechnology - with new 
dealing systems and trading rooms 
at enable us to serve our clients 
ster and more efficiently. 

Most importantly, from October 
th we will operate as three 
sinesses, each wholly owned by 
muel Montagu and each geared 
o the needs of its clients. 


Gree 


Greenwell Montagu Gilt-Edged, 
Suffolk House, 5 Laurence Pountney Hill, 
London EC4R OEU. 
: 01-283 3060 Telex: 883006 Fax: 01-220 7113 
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Greenwell Montagu Gilt-Edged 





We will make markets in all 
British Government Securities, as 
well as the full range of Sterling 
money market instruments. 

We will also take secured 
and unsecured deposits from the 
banking system. 

The pre-eminent position of 
the firm in gilts will be supported, 
as ever, by sustained and in-depth 
research and economic analysis. 





Greenwell Montagu Securities 





We will offer a complete 
marketmaking, distribution and 
research service for our institutional 
clients - concentrating on some 
400 UK equities and a wide range of 
major international stocks. 

These services will complement 
the corporate broking service we 
offer to companies - both existing 
and future corporate clients. 





Member of the Stock Exchange. 





Greenwell Montagu Securities, 
Bow Bells House, Bread St., 
London EC4M 9EL. 
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Greenwell Montagu Stockbrokers 


We will offer fund manageme 
share dealing and financial advisory 
services to our many thousands of 
private clients. We will also provide 
a Stock Exchange execution service 
for institutions wishing to deal onan 

ency basis. 





Our new structure will help us to 
ensure that itis our clients’ needs that 
remain pre-eminent in the secunities 
markets after October 27th. 

As an existing or potential 
client, we invite you to find out 
more by contacting us at any of our 
addresses. Overseas, you can get a 
touch through our offices in 
New York and Tokyo. Away from 
London, we have offices in 
Lymington and Hereford - and now 
also in Birmingham, through our 
subsidiary Smith Keen Cutler. 

At Greenwell Montagu, matching 
clients with investments is at the 
heart of our business. We look for- 
ward to doing business with you. 





e? 9S9. A member of the 
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Greenwell Montagu Stockbrokers, 
Bow Bells House, Bread St., 
London EC4M 9EL. 
Tel: 01-236 2040 Telex; 883006 Fax: 01- 
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Commercial and investment banks are cones Ke pt Aen by law | 
in the world's two biggest financial markets, the Unit 


Chinks in the Chinese wall 
between banks and brokers 


Japan. These reports from New York and Tokyo look at the chinks 
showing in America's Glass-Steagall Act and Article 65 of Japan's 


securities and exchange law, but find the so-called “Chinese wall’ 
ose between these different kinds of banks is still strong 





The financial world staged its own mini- 
summit on October 10th, when America's 
great and near-great trekked to Washing- 
ton to tell the Federal Reserve Board 
what they think of the proposed invest- 
ment by Japan's second biggest bank, 
Sumitomo, in Goldman Sachs, a leading 
Wall Street investment bank. The rare 
public hearing revealed that the Fed will 
take more convincing to approve the deal 
than many expected. The seven-man Fed 
board is nonetheless likely to vote in 
favour, probably early in November. 
That will mark another big move in 
dismantling compartmentalising financial 
laws like Glass-Steagall. Unusually, too, 
most commercial banks and securi- 

ties firms made common cause. 

As traditional bank lending be- 

comes superseded by securitisa- 
ation, America's commercial banks 

ar they are disadvantaged world- 
` wide by being locked out of profit- 
able securities businesses at home. 
Wall Street houses are fighting to 
maintain the barriers while exploit- 
ing loopholes, but they need capi- 
tal. Both told the Fed that ties like 
. the one proposed between Sumi- 
. tomo and Goldman are a good way 
to let commercial banks share in 
investment banking's profits while | 
. running few of its risks. : 
—. Under the deal, Sumitomo, also 
. the owner of California's eighth- 
- Jargest commercial bank, is willing 
-to pay up to $500m to lay its hands 
by 1988 on 12.5% of Goldman's 
` profits. The investment would give 
- Sumitomo no more than 24.995 of 
^Goldman's total equity with the 
- fest. of its cash going as-a loan. 
-Sumitomo would have no menage- 
. ment control at Goldman. 
| SE c A Act, which. 





they 


prohibits commercial banks from affili- 


.ation with firms principally engaged in 


underwriting arid dealing in non-govern- 
ment securities, does not apply directly: 
Sumitomo's Californian subsidiary is not 
a member of the Federal Reserve system. 
Sumitomo must, however, comply with 
similar provisions in the Bank Holding 
Company Act. As interpreted by the Fed, 
the act permits bank holding companies 
to buy up to 5% of the voting shares of 
firms that do things not closely related to 
banking, or up to 25% in voting and non- 
voting shares combined. The investment 
must be passive. 

The deal looks neatly structured to 












































































































































tates and 


meet the detail of legal requirements. The ; 


. decision therefore turns on the broader 
question of whether the sheer size of 


Sumitomo's contribution to Goldman' S 


capital (the bank already has a $100m 


long-term subordinated loan outstanding 
to the partnership) gives it the chance to 
exercise control. Approval will send secu- 


rities- minded foreign banks (other than '. 


the 15 or so, including Union Bank of — 
Switzerland and Deutsche Bank, whose. < 
existing securities operations in America ` 
were grandfathered i in a 1978 law) leafing 
through lists of investment targets. 

The Fed's decision should, by rights, 


open the way for American bank holding ^... 


companies to buy sleeping shares, too. — 
Those banks already established as quasi- 
investment banks like J. P. Morgan (Mor- . 
gan Guaranty) and Bankers Trust, be- - 
lieve they are canny enough in the capital | 
markets, and prefer to build their own - 
businesses. Nor do prices like Goldman's 
appeal to them: Sumitomo is paying - 
heavily for its 12.5% share of the profits. 
Even that, though, could make sense for 
other commercial banks. Big money-cen- _ 
tre banks’ average return on equity last 
year was 13.9%. Goldman's undisclosed — 
return on partnership capital was proba- - 
bly more like 30%. de 
But big commercial banks are- 
after something more fundamental: 
a new interpretation of current laws. 
that allows them to undertake a > 
modest volume of business directly - 
in securities that are now “‘ineligi-. 
ble"; and a total rewriting of the — 
laws that distinguish deposit-taking — 
and lending from the supposedly . 
riskier business of underwriting and — 
dealing in securities. The laws have — 
loopholes anyway. Banks are al- 
lowed to deal in securities that are 
backed in full by the federal (or 
other unit of) government. They 
have been allowed for several years. 
to own discount brokers, which 
execute share transactions for cli- 
ents. They may underwrite securi- 
ties outside America where permit- 
ted by local laws. 
Some 182 American banks are 
actively involved in capital markets 
already. Chemical Bank has an av- 
erage daily trading volume of $7. 
billion in securities worldwide. 
Bankers Trust claims $10 billion in 
New York alone, if you include 
. money-market transactions. Nine 
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-= Tolisten to tittle-tattle in Tokyo, Japan's 

. Article 65 is as good as gone. As so often 

-with deregulation of Japan's financial 

| markets, rhetoric has run ahead of reali- 

ty. Barriers between commercial and 
investment banking in Japan remain 

-high. And there is little desire among the 

.| .. country’s bureaucrats to become demoli- 

- tion men—at least until America re- 
moves Glass-Steagall, threatening to 
leave Japan behind. 
Bureaucrats see Japan's financial sys- 
tem as an instrument of government and 
| are loth to release their levers. The 
. compartmentalisation of the Ministry of 
Finance creates internal lobbies for the 
small regional and mutual banks and 
securities houses that would be the likely 
losers from lowering the wall. 

.  -apan had universal banks until the 
postwar American occupation adminis- 
tration separated commercial and invest- 
ment banking. That was partly to emas- 
culate. the zaibatsu industrial groups 
deemed to have provided the economic 
muscle for Japan's military effort. Those 
who argue that Article 65 should stay 
recite similar (though less extreme) dan- 
gers of concentration. 

The view from the big commercial 
banks is less lofty. Suffering a squeeze on 
profits, they look with envy upon securi- 
ties houses' fat profits. Liberalisation of 
(some) interest rates is pushing up 
banks' borrowing costs just as competi- 
tion and falling world interest rates is 
lowering lending rates. The table shows 
how this has hurt and how the bit of 

| Securities trading permitted to banks has 

|. eased the pain a little. 

|. Commercial banks were allowed to be 

. secondary dealers in Japan's government 

. bonds in 1984. At first this only applied 

-. to bonds with less than two years to run 

to maturity, but that restriction was 

. lifted in 1985 at the same time as region- 

. al, mutual and foreign banks were al- 

| lowed into the market. The banks now 











. Source: Federation of Bankers "Associations. 
“Average interest rates on Thank loans. 






Banks - reckon that bubus dotalliüg 





"Net loan yield minus interest payments to depositors minus opora in 


revenue ‘bongs Wed issues 
$5.9 billion à month this ). Othe 
securities backed by consumer. Teceiv- 


ables like car loans and credit-card bal- - 


ances are also forbidden, not to mention 


he. e Japanese wall 


TOKY o 


want to be alowed to be brokers i in a the 
one-year-old bond futures market. 

It is abroad, beyond the reach of 
Article 65, that banks have been most 
active in. learning. what in Japan is the 
business of securities houses. In the 
Euromarkets, they compete hard to un- 
derwrite primary issues. However, a fi- 
nance ministry rule still bars banks from 
lead-managing Japanese issues abroad 
(they can co-manage them). 

As a first step to securities business in 
Japan, the big commercial banks want to 
be allowed to open Tokyo branches of 
their foreign securities subsidiaries. Mr 
Yoshiro Araki, president of both Fuji 
Bank and of the Federation of Bankers’ 
Associations of Japan, the banking in- 
dustry’ s biggest lobby, points to the 
securities-dealing licences given to 50%- 
owned subsidiaries of European and 
American banks. Japanese banks would 
presumably have to follow this 50% rule. 
Rumour has it that this restriction has 
scuppered tentative proposals this year 
by Japanese banks, including the Indus- 
trial Bank of Japan, to open securities 
branches in Tokyo. 

Letting Japan's commercial banks into 
the domestic securities markets would 
unleash bloody competition: All but the 
"big four" of Japan's 200 or so securities 
firms may be too small to survive. Banks 
are already allowed to hold up to 596 of a 
stockbroker, so most would consolidate 
their existing ownership. of mid-sized 
brokers. Three of the big four brokers— 
Daiwa, Nikko and Yamaichi-—maintain 
friendly ties with banks with whom they 


. could merge in an emergency. 


If Mr Araki has his way, the securities 
houses. would not be allowed into bank- 


ing. Nomura Securities, which has a . 


bigger market capitalisation than any 
Japanese commercial bank and which - 
| t become the first Japanese. bro- 
vore a e licence: i in 
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Loan yield* Loan yield + "Cost of funds Lending rates™ zr 
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1981 —1.05 —0.20 8.85 8.40 

1982 —0.53 0.33 &02 7.24 

1983 —0.16 0.32 40 | 630 ^. eio 

1984 —0.63 0.20 7:33... 686 . ve 

1985 —0.26 0.07. 6.68 SED E 
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tion "toi banks. Several markets are highly E 
concentrated now: five firms, led by Mer- 
rill Lynch and Goldman Sachs, handle ` 
about 85% of all commercial paper 
placed by intermediaries. And, in any 
case, securities firms are trying to invade 
banking territory. Goldman Sachs has 
applied to set up up a limited-service . 
bank in Massachusetts; it would take 
long-term deposits insured by the Federal 
Deposit Insurance Corporation and 
would also makeloans. ^ 

At least five banks—Bankers Trust, 
Chemical, Citicorp, Manufacturers Han- 
over and Morgan. Guaranty—have ap- 
plied to the Fed for permission to under- 
write various combinations of currenti 
ineligible securities through subsidiari 
that mainly do approved business. Bank- 
ers Trust is waiting for a decision from a - 
federal appeals court in Washington on 
whether its private placement of commer- 
cial paper constitutes forbidden under- 
writing of corporate debt. 

The Fed, like the banks, has been 
waiting for Congress to rewrite banking 
laws to reflect changes in the. markets 
since the 1930s. It may now be tired of 
waiting. The Fed has repeatedly support-. 
ed Bankers Trust's commercial paper 
placement. It has also approved the ac- 
quisition of non-voting stakes in non- 
banking firms. And it is negotiating with 
banks that have applied to underwrite 
ineligible securities, self-denying agree- 
ments on market share and the like. So if 
the Hill won't go to Muhammed. . . . 





Bank of America 


Play it again, Tom 


It was, in the end, a very San Francisco _ 
solution. Faced with the unknown of Los ` 
Angeles-based First Interstate's $2.8 bil- 
lion merger bid, Bank of America's board — 
accepted the resignation of its 47-year-old - 
chief executive, Mr Sam Armacost, on 
October 12th and called back its former - 


.. boss, 63-year-old Mr A. W. (Tom) Clau- 
sen. He is apparently to pursue much the 


same policies as the man he handpicked : 


, to succeed him six years ago.. 


Wall Street is as puzzled by the direc- .- 


f tors’ desire to offer Mr Clausen his old _ 
job back as. by Mr Clausen's to accept it. 


The answer is that San Francisco, Ameri- 
ca's biggest provincial: ‘city and already . - 







| panicked by loss of control at local firms 
B like Crown Zellerbach to non-San Fran- — 
p ciscans, » does n not ‘take kindly to outsiders | 
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the bank to spend five years as president 
of the World Bank, had to do. 

With the early retirement of the chair- 
man, Mr Leland Prussia, Mr Clausen has 
become chairman as well as chief execu- 


of America’s $30 billion of foreign donor ees 
its on board. So an ex-insider, who left 


Like Britain’s Conservative government, Spain’ $ Socialist one favours 


popular capitalism. Small investors are being enticed into the still tiny 


stockmarket by tax incentives, state share sales and the market's four- 
year-old boom. They may have arrived late. Prices no longer look cheap 


For the first time, Spain’s Socialist gov- 
ernment is selling the shares of a state 
company on the stockmarket. The offer 
for sale of 38% of the shares of GESA 
opened on October 6th and closes on 
October 27th. GESA is a medium-sized 
electricity and gas utility controlled by 
Instituto Nacional de Industria (INI), the 
state industrial holding company. The 
minimum lot was set low to attract 
individual buyers-—successfully, accord- 
ing to banks that are processing applica- 
tions. The shares were oversubscribed 
within two days. On October 14th, the 
government announced it would soon 
sell shares in another state concern, INH, 
the national energy holding company. 

Spain's small investors have been 
slower than foreigners in piling into the 
Madrid market. It rose 40% in local 
currency terms in 1984, the best perfor- 
mance of any significant stockmarket in 
the world, and by another 35% in 1985. 
But it is only this year, during the first 
eight months of which the Madrid Stock 
Exchange index climbed by 97%, that a 
lot of Spanish individual investors have 
taken the plunge. 

Investors from other European coun- 
tries, who started to buy in Madrid in 
1983, have flocked in with them. In the 
eight months of January-August 1986, 
foreign investment amounted to Ptas314 
billion ($2.3 billion), compared with 
Ptas109 billion for the whole of 1985. So 
far, foreigners have gained. from their 
rush. The index's rise in dollar terms 
from January 1st to September 30th was 
even more exhilarating than in local 


currency: 129%, compared with. Italy’ $ 


92% and Japan's 77%. 
|] . One danger signal: foreign investment 
' 4s concentrated in a few shares, which 
. account for most of the weighting in 
 Madrid's index. For instance, 20% of the 
“publicly traded shares of Telefonica, the 


partially state-owned national telephone | 
y hands. ae 


: = ‘company, is in foreis 
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index could crash, 

The Madrid exchange still has only 334 
listed companies, many of whose shares 
are barely tradable. Until recently, this 
has discouraged private investors, as has 
the absence of independent brokers. 
Share trading is handled by individual 
dealers (agentes de la bolsa). They are all 


individual members of. the exchange, 
who are collectively liable if. another 


member goes bust. Banks cannot own a 
Madrid Stock Exchange 
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‘Source: Madrid Stock Exchange 


brokerage house; but critics of the sys- 
tem say brokers are unduly beholden to 
the banks because of the work they do 
for them as notaries authenticating credit 


documents. Reformers talk about chang- 


ing this antiquated system, perhaps by 
permitting brokers to form corporations; 


: but-so far that is just talk. 


Some sound economic reasons can be 


cited: for the market's spectacular rise. 
> Spain ran a current-account surplus of 
—. $4.3 billion in the first eight months of 
s- . 1986, helped by the decline of oil and 
B gottmodity = Industrial OME? is 


boost when the government announced 


: Share boom to go on. The liberalisation 


_ ahead of schedule. This could encourage 








: dc ity at $4 billion. £: 
The chart overleaf compares five yea 
of the Clausen reign with five years of M 
Armacost's. In the late 1970s, Bank « 
America's assets grew faster than. other 
big American banks'. Yet the bank was 
less profitable than others. However, per- 
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running more than 10% higher than a 
year ago. Declining interest rates have 
made shares more attractive to investors 
than bank paper or deposits. 

Investment in equities got a further 


on September 26th that it was removing 
from next year the 1575 tax allowance on 
investment in Treasury bonds, but mere- 
ly cutting the allowance on equities from 
17% to 10%. This makes equities more 
attractive relative to bonds, especially 
for wealthy individuals. 

- In 1985, out of a total trading volume 
on the. Madrid Stock Exchange of 
Ptas1,697 billion ($12.8 billion), Trea- 
sury bonds accounted for more than half; 
shares. for less than a third; with the 
balance made up by dealings in other 
commercial paper. This year, the volume 
of trading increased in the first eight 
months to Ptas3,457 billion. This was 
equivalent to the total volume of trading 
from 1980-84. While trading in Treasury 
bonds from January to the end of August 
this year was double that in the whole of 
1985, trading in shares trebled. 

The Gonzalez government wants the 


of Spanish capital markets and the dis- 
mantling of exchange controls, in line 
with promises the government made on 
joining the EEC, are set to be completed 


more foreign inflows, So could the 
launching in Madrid at the end of 1986 of 
a market equivalent to Britain's unlisted 
securities market, to deal in shares of 
second-tier companies, which can then 
aspire to join the main exchange. 

Bear points: Barcelona, in many ways 
a more entrepreneurial city, has already 
pioneered an unlisted securities market 
ithout much success. The average 
'earnings ratio on the Madrid stock- 
market is now more than 15, compared 
with 10.8 at the end of 1985. That 
suggests prices have risen in anticipation 
of rising profits. Not all will rise. Many 
Spanish companies, used to operating in . 
a protected market, will find profits. 
harder to earn as Spain opens its market 
to.EEC competitors and brings its tariffs 
in line with those of the common market 
over the next six and a bit years. The 
stockmarket is looking at the benefits of. 
EEC membership, not its costs. | 
















Which one to blame? 


Other big Californian banks 


Under Clausen 


annual average 1976-1980 
growth 


Non-performing 
assets 
as % of total 


of its loans were recent and trouble takes 
time to develop, non-performing assets 
were lower than others’. 

Under Mr Armacost, problems turned 
into catastrophe, as third-world lending 
and parts of California’s economy both 
came unglued. Bank of America’s assets 
grew at about one-third the rate of other 
competitors’. The return on them was less 
than half other Californian banks’ aver- 
age and less than a third of a broader 
sample’s. But non-performing assets, 
though they jumped, rose only slightly 
more than at other California banks hit by 
some of the same state-wide woes. 

Mr Clausen is supposed to have three 
main strengths. He is said to have the 
confidence of the bank's rank-and-file 
employees. He is somebody with whom 
Mr Thomas Cooper, the bank's new chief 
operating officer, and Mr Richard Coo- 
ley, chairman of SeaFirst (Bank of Amer- 
ica's Washington-state subsidiary) and a 
strong voice on the board, seem prepared 
to co-operate. And he is believed to have 
the respect of bankers overseas, because 
of his time leading the World Bank. All 
three strengths may well be overstated. 
And, with only a year-and-a-half before 
he would normally be expected to retire, 
Mr Clausen may be just an interim 
solution. 


Big Bang Briefs 

The series of briefs on London's Big Bang 
that appeared in The Economist between 
August 2nd and September 20th is to be 


published as a separate booklet on Octo- 
ber 27th. To order, contact: The Publica- 


tions Shop, 25 St James's Street, London 
SW1A 1HG. Price: single copies £3.95; 
ten or more £2.75 each (Britain only). For 
outside Britain, please add 75p per copy 
for airmail postage. 
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Pre-tax return 
on assets 
annual average 





Bank of America has about a year to 
shift from loss to profit before federal 
regulators are likely to demand some- 
thing better than a San Francisco answer 
to a national threat. Or perhaps less. Mr 
Clausen said on October 14th that he 
would reject First Interstate's offer. The 
Los Angeles-based bank has said it will 


neither force the issue by setting a dead-- 


line for acceptance of its current offer nor 
mount a hostile takeover. For the mo- 
ment, the deal is off. But Bank of Ameri- 
ca's share price had fallen from a low in 
the latest year of $184 to a low of $133 by 
October 14th. If it falls much further, or if 
First Interstate sweetens its offer, Bank of 
America may have to think again. 


British & Commonwealth 


The Gunners 


Fortune favours the brave. Mr John 
Gunn, the new chief executive of British 
& Commonwealth Shipping, proves it. 
Less than a year ago, he stormed out of 
Exco, the financial conglomerate which 
he had largely created, and joined B&C as 


. à director. B&C is a holding company that 


has served as part investment trust, part 
venture-capital fund for the Cayzer fam- 
ily, which made its first fortune a century 
ago from shipping. 

Mr Gunn's appointment marked the 
first time the Cayzers had allowed a non- 
family member to run the family business. 
The 76-year-old Lord Cayzer has stayed 
on as chairman. He is the grandson of Sir 
Charles Cayzer, the founder in 1878 of 
Clan Line Steamers, from which B&C is 
descended. The Cayzers have given Mr 
Gunn the freedom to issue shares to 
finance any deal he may want to do. The 
family still controls over 50% of B&C's 
equity. Mr Gunn's promotion marks the 
latest in a series of so far highly successful 
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shifts of direction by the Cayzers in recent 
years, begun with the shrewdly timed 
retreat from shipping in the late 1970s. 
The firm now owns just one ship, for tax 
purposes. 

The Cayzers trust Mr Gunn's deal- 
making instincts. These have paid off 
before, when in 1979 B&C gave Mr Gunn 
the initial seed capital which enabled him 
to lead a management buyout of the 
money-broking company that grew into 
Exco. The relationship developed in a 
series of collaborative investments be- 
tween Exco and B&C, including stakes 
taken in Telerate, an American financial 
communications company and rival of 
Reuters, and Gartmore, a fund manage- 
ment group (now wholly owned by B&C). 
The most successful was Telerate: in Mr 
Gunn's final deal at Exco last year, he 
sold its 51% stake in Telerate 
$460m—most of it pure profit. a 

A frustrated Mr Gunn quit Exco n 
long after that sale when his fellow direc- 
tors opposed his plans to spend the cash 
raised from the sale of the Telerate stake. 
Mr Gunn, a trader by nature, had wanted 
to go bargain-hunting again. When he 
resurfaced at B&C, he found another cash 
pile with which to make deals—over 
£S00m-worth ($715m), including readily 
marketable investments. 

Mr Gunn has already made his mark, 
buying into several companies, mostly 
niches in financial services. He has so far 
shunned risky market-making activities, 
preferring not to confront London's Big 
Bang head on. Instead, B&C has bought 
into a regional stockbroker, a physical 
commodity trader and a leasing company, 
among others. However, no single busi- 
ness or industry is in his sights. To Mr 
Gunn and the Cayzers, "direction" is a 
dirty word. They invest in anything A 





Gunn, the sharp-shooter 
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ed, financial services seem set to remain - 
the focal centre. Mr Gunn is bringing four 


new, and relatively young, directors with 
him onto B&C's aging board, all of whom 
have worked with him and share financial 
backgrounds. Their first task will be to 
review the more than 60 associate and 
subsidiary companies listed in B&C's latest 
annual report. 

Meanwhile, Mr Gunn could be excused 
a wry smile at Exco's plight. By sitting 
tight on its cash pile of £350m, Exco has 
attracted hostile predators, among them 
Mr Tan Sri Khoo Teck Puat, a Malaysian 
businessman who has a 29% stake, and 
Canada's Belzberg family, which has a 
10% holding. Standard Chartered Bank, 
in which Mr Tan holds a stake, is an oft- 
rumoured suitor. An Exco attempt to 
kge with Morgan Grenfell fell through 
ier this year because of a Bank of 
England ruling that a banking group can 
hold no more than 10% of a money 
broker. Now Exco looks ripe for 
dismemberment. 






Inter-dealer brokers 


Gilty adolescents 


Amid all the changes associated with 
London's Big Bang on October 27th, only 
one wholly new species of dealer is being 
born: the six firms of inter-dealer brokers 
(IDBs) in the new gilts market. These 
infants are having to grow up fast. During 
the first rehearsal of the new market on 
September 27th, turnover was so much 
higher than expected that, if it is repeated 
at the second rehearsal on October 18th, 
p: will have to raise more capital. This 





because the Bank of England: bans 


em from trading more than 200 times 
One Williams, 


their capital base. 
Cooke, Lott & Kissack—is already taking 


precautions. On October 15th, it secured. 


an increase in the capital available to it 


from its parent, Exco, a financial services. 


group, from £4.2m ($6m) to £12.7m.. 
. From October 27th, 
intermediary brokers increasing liquidity 
between the 27 primary dealers in gilts. 
They will buy gilts from one market- 


maker and sell them on to another, taking 


a turn of 1/128th of a percentage point, 

which they add to the price the buyer pays 
for the bond. America, which has had 
these beasts in its Treasury bond market 
for years, sees no need to set capital ratios 
for them. 

Initially, each ipB had capital of around 
E3m-4m, making a total of between £18m 
and £24m for the lot. Under the 200 times 
rule, that would mean that all six could 


between them handle turnover of about 








is only £1 billi 


IDBs will act as: 


turnover in the e-Bigi Bang gil 








expect about 50% of the new market’ $ 

turnover to go through them. | 
Rough estimates put the volume: ot 

business going through IDBs during the 


rehearsal on September 27th at £6 billion. 


in only two hours. The dealing was so 


heavy that some IDBs' computer systems 
failed. And it was not evenly distributed 
between them. Still, the first dummy run 
was only a blurred guide to the future. 

The Bank pummelled the market with a 


barrage of "events" (eg, money supply 
announcements and so on) unlikely to 
coincide -on a normal dealing day. The 
gilts futures markets, where market-mak- 
ers could normally hedge their positions 


Chinese financial reforms 


^ | daily once Y says it wl che starts. Ifa an ane 
n-1.5 billion. Mos DBs 


does run into capital-adequacy problems, 
most should be able to get help from their 
parent companies without much 


difficulty. 


Capital will not be the only problem, - 
however. Most in the City of London . 
reckon there is room for only three or 
four IDBs in the London market. It is not: 
shortage of business that matters, but 
shortage. of space. Inter-dealer brokers" 


prices are quoted on screens, and itis too 


much to expect busy traders to stare at six z 
screens. As some IDBs prove they are . 
more efficient than others, business is - 


likely to flock their way. The others could = _ 


die quickly, becoming Big Bang's first 
victims. 





On your Marx 


China is dabbling with financial markets and competition between 
banks, in reforms ranging from "socialist" joint-stock companies to 
trading in shares, bonds and foreign exchange. Our correspondent 


visit 


Shanghai to try to make sense of this babble of experiments. 


One thing was plain: Chinese shares are not quite like anybody else’s 


In late August, China’s most authorita- 
tive newspaper, the People’s Daily, as- 
tonished readers used to 37 years of 
central. planning by saying that stock- 
issuing companies are “precisely” the 
form of common ownership that Karl 
Marx envisaged. In September, it added 
that eventually all medium and large 
enterprises in China—even railways, util- 
ities, banks and telecommunications— 
should issue shares and answer to a board 
of directors. The paper suggested the 
government should own no more than 
51% of a company’s total share issue. 
. Such statements are. part of a. debate 
being encouraged by Mr Deng Xiaoping 
and other Chinese leaders on how best to 


see that more domestic cash and foreign: - 
exchange flow to efficient managers than 
‘at present. The main experiments are to 
" allow. businesses to borrow by selling 
bonds to the public and to raise capital by 
issuing shares. Out of these experiments 
are emerging fledgling exchanges trading. 
The banks are also. 
being prodded to be innovative. The - 
government has permitted them to trade 





shares and bonds. 


money through an interbank mar ket and 
foreign-exchange swapping, 
pushed them to compete with each other 
for deposits and loan business. 


<The enthusiasm of middle-ranking ' 


bankers and urban entrepreneurs for the 
experiments is unmistakable. Only five 
cities—Shenyang, Chongqing, Wuhan, 


Canton and  Changrhow--were chosen 





and. has - 


formally earlier this year for experiments 
in fund raising and money trading. But 
bankers in Shanghai, China's financial 
hub before the Communist revolution, 
and other cities are muscling in and 
experimenting on their own. 5 

The re-opening of the Shanghai stock — 
exchange, closed since 1949, is the most 
internationally visible, if partly symbolic, 
example of the new liberalisation. Hun- 
dreds of people jammed a small banking 
counter (not the site of the pre-1949 
exchange) on September 26th when trad- 
ing began in the first two listed Chinese 

“socialist joint-stock” companies. A tiny 
board on the wall listed the two compa» 
nies’ shares: | 

This reform is not as clear as it seems, 


.. for in China: bonds and shares are hard to 


tell apart. Businesses in a few cities have 
been able to issue bonds for about two 
years, and what China calls shares for 
about à year, though securities have not 
been traded publicly. In Shanghai, more 





than 1. 400 companies have offered stocks. 


ids; most are sold through company 
employee Schemes or to co-owners. and 
customers of small factories. — | 

Most issues so far, whether called 





shares or bonds, are more like what 


westerners call bonds. They are issued for 
a fixed term and earn a fixed interest 
rate—plus for shares a dividend, too. 
Except for. Shanghai's two pilot listings, 
trading is limited to a fixed price and 
CODE Ea through a branch of a state 
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bank. Interest paid on some issues equals 
the 7.2% offered on bank deposits. Divi- 
dends are subject to ceilings that vary 
from city to city. 

For example, the larger of Shanghai's 


` two listed companies, the Shanghai Yanz- 


hong Business Company, had sold 
"shares" for a year before its listing. With 
a product range extending from under- 
wear to photocopiers, it has 18,000 share- 
holders, with shares worth a total of 5m 
yuan ($1.4m). During the first three 
weeks of trading, Shanghai Yanzhong's 
share price rose from 50 yuan to 54.70 
yuan. Issues often feature a lottery as part 
of the sales pitch. Shanghai Yanzhong's 
boss, Mr Zhou Xinrong, has set aside 
40,000 yuan just for lottery prizes with his 
shares. 

Mr Zhou is both chairman and general 
manager, responsible to a board of 32 
directors. He proudly shows visitors a 
videotape of national news coverage of 
the company's first day of trading, and of 
its first shareholders’ meeting. The ques- 
tion of how much say in management to 
give shareholders is still being debated. 
But apparently some “shareholders” are 
already more equal that others. Only 300 
of the Shanghai Yanzhong's 18,000 so- 
called shareholders were invited to elect 
the board of directors. Mr Zhou says the 
300 were those who had large holdings, or 
were technical advisers to the company, 
or (even in China's classless society), 
were '*social notables". 

Mr Wang Yuchun, manager of the 
Shanghai office of China's Industrial and 
Commercial Bank, the new exchange's 
sponsor, jokes that the exchange is only a 
mengya, or beansprout market. A ques- 
tion about underwriting drew a shrug. 


Shares Shanghaied 
94 


There are no brokers, nor an easy way to 
match buyers and sellers. 

Anybody wanting to sell his shares can 
go to the exchange's banking counter, 
which quotes the price and acts as a 
jobber. Many buyers and sellers just find 
each other. It is too early to say whether 
this rough-and-ready secondary market 
really works. Though formal listing re- 


‘quirements are minimal, four of six appli- 


cant companies “are not suitable". 

The total return on Shanghai Yanz- 
hong's shares will probably be 15% in the 
coming year. Mr Wang explains the inter- 
est rate on shares by saying that China's 
erratic structure of prices and subsidies, 
itself undergoing reform, means investors 
cannot judge the performance of a com- 
pany on its profits alone. Therefore, until 
China's economic reforms are more ad- 
vanced, investors in shares as well as in 
bonds will be guaranteed at least the 
equivalent of bank interest. 

The city of Shenyang, which in August 
opened China's first bond market since 
1949, has so far issued some 200m yuan 
worth of bonds. Chongqing is preparing 
to open a stock exchange soon. In Can- 
ton, at least 600 companies have raised a 
total of 120m yuan through various issues, 
and an exchange is planned, too. 

Shanghai has moved ahead in recognis- 
ing the need for two big changes in 
banking: lateral links between bank 
branches rather than, as now, passing all 
orders through head office; and ways to 
ease shortages of foreign currency. 

In mid-September, the city launched a 
short-term, interbank market for money. 
This is to let bank branches trade cash, 
matching surpluses at one with shortages 
at others. According to the New China 
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News Agency, the five official pilot cities 
had by then already begun smaller experi- 
mental markets, involving banks in some 
20 cities, with 14 billion-yuan-worth of 
trading so far this year. On Shanghai's 
first day of trading, 137m yuan changed 
hands. Since then, trading has averaged 
about 100m yuan a week, involving about 
20 bank branches in the Shanghai area, 
and the system is open by request to 
banks anywhere else. 

The Industrial and Commercial Bank's 
Shanghai headquarters has authorised its 
branch managers to develop cross-district 
relations. And Shanghai is the home of 
China's first private bank. It is the Shang- 
hai Aijian Banking, Trust and Investment 
Company, a finance company set up to 
support one industrial firm but now per- 
mitted to trade in interbank and deposit 
markets. 

The authorities are encouraging c 
tomers to shop around for the best servi 
from banks, even though bank deposit 
rates are fixed and uniform. This is a 
boon to the four foreign banks allowed 
full branches in Shanghai for the past 
year, whose business is beginning to take 
off, albeit from a small base. Their attrac- 
tion to Chinese managers is speed of 
execution. Factory managers are said to 
have travelled more than a day by train to 
open business with a foreign bank be- 
cause of its faster service. - 

Foreign exchange blockages are worri- 
some because they deter foreign invest- 
ment. The Shanghai foreign-exchange 
bureau, run by the People's Bank, is 
building a pool of surplus funds to try to 
develop a basic market **swapping" for- 
eign exchange. So far that just means 
linking companies needing foreign ex- 
change with other ventures, such as ho- 
tels, that have surpluses. There is talk 
forward contracts as well. Only a f 
deals have been done, but, significantly in 
a country where the domestic currency is 
not convertible, the exchange rates for 
these “swaps” are negotiable. 

The assistant director of the bureau, 
Mr Zhu Xiaohua, says that for the mo- 
ment swaps are available only in Shang- 
hai, although Shenzhen, the special eco- 
nomic zone on the border with 
Hongkong, has experimented with an 
exchange centre for some time. On Octo- 
ber 13th, Canton authorities announced 
plans to open a foreign-exchange trading 
centre for the use of foreign joint ven- 
tures later this month. 

Meanwhile, the Shanghai bureau has 
prepared a submission to the State Coun- 
cil in Peking outlining a national foreign 
exchange swap programme. It is typical of 
the gung-ho mood in the city that Mr Zhu 
says that should the State Council prove 
snooty, Shanghai will continue develop- 
ing the idea anyway. 
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The future belongs to 


the photon 


Electronics has been the main engine of innovation since the invention 


of the transistor 40 


years ago. Most of tomorrow’s interesting technol- 


ogies will work by manipulating light, not electricity 


The electronics revolution is young. The 
—xtron was identified less than a century 
Eg . " . 

ago and the microchip, on which today's 
information-technology industry utterly 
depends, has been around for fewer than 
20. The successes crammed into these two 
hectic decades have created the impres- 
sion that electronics is a technology capa- 
ble of limitless improvement. 

It is not. Electronics will give way 
to a superior technology based not 
on electricity but on light. Physi- 
cists did not realise until early in 
this century that light came in the 
separate packets they now call pho- 
tons. But science has made startling 
progress in manipulating photons. 
A photonics revolution is already in 
the making. 

The first shot of the electronics 
revolution was the transistor. Pho- 
tonics' first shot was the invention, 

in 1960, of the laser. Until then, 
p trying to do tricks with light 

ad to make do with a jumble of 
disorderly wavelengths. Lasers cre- 
ate a source of light with a uniform 
wavelength and with each wave 
moving in step with its companions. 

This is a tool of immense power. 
Lasers can—or so President Rea- 
gan hopes——destroy ballistic mis- 
siles thousands of miles away. They 
can cut metal in factories and repair 
blood vessels in human eyes. Hos- 
pitals use laser beams guided 
through optical fibres to shatter people’s 
kidney stones. A French inventor has 
replaced the strings of a harp with laser 
beams. Like transistors, lasers have 
shrunk: they can now be generated by a 
chip the size of a grain of sugar. This is 
paving the way for a wholesale switch 
from electrons to photons. 

Why is the switch worth making? Be- 
cause photons travel faster than elec- 
trons; because they have no mass; be- 
cause (unlike electrons, which interfere 
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with each other) photons can be made to 
pass through each other unperturbed; 
because light behaves both as a particle 
and as an electromagnetic wave—which 
means that optical devices could be based 
on much the same operating principles as 
those already used in electronics. 
Moreover, electronics is discovering its 
limits. One is the speed at which electrons 





Laser majesty 


travel through semiconductor materials. 
So long as electrons remain the informa- 
tion carriers of computers, this sets an 
absolute limit on the speed—and hence 
power—of computing. Electronics has 
not reached that limit yet, but it is draw- 
ing close enough to worry engineers. 

The customary way to make computers 
cheaper and faster is to squeeze electronic 
components closer together. The number 
that can be fitted on a single chip has 
grown from about a dozen 20 years ago to 


2m today. But miniaturisation, too, is 
bumping against limits. Engineers are 
running out of ways to etch into chips 
ever-smaller paths along which electrons 
can run. And when components get too 
close, the chips are plagued by “‘cross- 
talk” —the leakage of charges from one 
component to another. 

If computers are to work faster still, a 
new approach is needed. The best bet is 
"parallel processing"—the notion that 
computers ought to be able to perform a 
lot of operations simultaneously, instead 
of channelling all their calculations 
through one bottlenecked central pro- 
cessing unit. Here, too, the case for a 
photonic solution is compelling. Sending 
several electric currents through one chip 
at the same time risks cross-talk and 
disaster. Not so with beams of light: a 
chip could process several at once without 
their interfering with each other. 

Still sceptical? Consider how rap- 
idly light has nudged electronics 
out of two pillars of information 
technology: —telecommunications 
and the storage of information. 

In communications, telephone 
companies are tearing out their 
copper cables as quickly as they can 
afford to and replacing them with 
hair-thin optical fibres made of 
glass. Light is a better messenger 
than electricity. It wastes less heat 
and is immune to electromagnetic 
interference. Better still is light's 
enormous bandwidth. Because it 
spans so many frequencies, light 
can squeeze in far more informa- 
tion than electricity can. 

The quality of the optical fibres 
themselves has improved dramati- 
cally. In early (circa 1970s) fibres, 
light ran in a disorganised zig-zag 
through a relatively large core with- 
in the fibre. The resulting collisions 
with the fibre's cladding absorbed 
much of the light, requiring fre- 
quent repeaters to refresh the signals. 

In 1977, experimental fibres transmit- 
ted up to 140 megabits of data a second, 
and needed a repeater every six miles or 
so. Today, one experimental fibre net- 
work installed in Britain carries tele- 
phone traffic at 1,200 megabits a second, 
with 30 miles between repeaters. The first 
transAtlantic fibres will be carrying data 
and telephone conversations between Eu- 
rope and America in 1988. Yet the tech- 
nology is on the threshold of another 
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SCIENCE AND TECHNOLOGY 
luminous leap. 

This will not come from changes in the 
fibre itself, but from the devices used to 
send and receive the optical signals. The 
first step is to combine in a single device 
all the paraphernalia that optical fibres 
require—lasers to send signals, detectors 
for receiving them, and a rag-bag of 
lenses, mirrors and electronic controls. 

The second step is to transmit light 
beams "coherently"—ie, in tightly-de- 
fined wavelengths—into a receiver that 
can be tuned to select the required wave- 
lengths and sort out the separate streams 
of data. In principle, coherent transmis- 
sion enables a single fibre to carry 10m 
telephone conversations or 10,000 digital- 
television channels at once. 

The optical assault on data storage— 
that other pillar of information technol- 
ogy—has been as impressive. Music lov- 
ers were in the van with their compact 
discs. The music is turned into digital 
signals, burned on the disc as a series of 
minute pits and then decoded for play- 
back by a low-power laser. 

Audio discs like these are only the first 
big success of a technology restlessly 
seeking new applications and markets. 
Optical discs are beginning to replace 
magnetic ones as a way to store computer 
archives. Because they are tough, the 
discs can be stored inside specially-con- 
structed jukeboxes. One 4.7-inch disc can 
store about 550m bytes of data—the 
equivalent of 1,500 floppy discs or about 
250,000 printed pages. Which means a 
jukebox can store the archives of an 
entire government department. 

Optical discs suffer from one draw- 
back: erasing them or writing new infor- 
mation on them is difficult. This has 
impeded their marriage with computers, 
but has also prompted an imaginative 
hunt for applications in which data must 
be stored permanently without alteration. 

Discs sold under a standard format 
known as compact-disc read-only memo- 
ry (CD-ROM) are enabling data-base com- 
panies to sell archival information to 
subscribers cheaply by post instead of 
expensively by telephone. Grolier, an 
American publisher, has put its Academ- 
ic American Encyclopaedia (30,000 arti- 
cles, 10,000 pages) on one-tenth of one 
disc, which it sells for less than $200. 

A new generation of discs called 
WORMS (write-once-read-many-times) is 
half-way there. These are sold blank, so 
the end user can store whatever data he 
likes on them, although the information, 
once stored, is there to stay. But the 
technology for a fully-erasable disc will 
probably be perfected by the end of the 
decade. Two ideas for making them are 
already showing particular promise. 

One is based on a magneto-optical 
process. The disc's recording layer is an 
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alloy of terbium, iron and cobalt. To store 
information, a laser heats up a tiny spot 
on this layer, creating a vertical magnetic 
field. The information is read by another 
laser: whenever it encounters a magne- 
tised spot, the light's plane of polarisation 
is rotated. The information can be erased 
by reheating the spot. | 

The other approach is chemical. Here, 
a laser is used to switch the structure of a 
tellurium alloy back and forth between 
amorphous and crystalline phases, which 
reflect light differently. 

Impressive as they are, the progress 
made by optical discs and fibres do not 
amount to a revolution. Photonics will 
not come fully of age until it equals, and 
then surpasses, the central triumph of the 
electronics revolution: the computer. 

At the heart of the computer sits the 
transistor. A transistor, remember, is à 





A handful of light 


switch, a device that can flip backwards 
and forwards between two states. Com- 
puters are chains of switches. They treat 
sequences of ons and offs to denote 
numbers (in which case ons and offs are 
read as the ones and zeros of binary 
counting) or to denote "true or false" (in 
which case chains of switches can be used 
as the building blocks of algebraic logic). 
The challenge for photonics is to invent a 
device that does for light what the transis- 
tor does for electrons. 


Into the heart of the computer 

It has virtually happened. At AT&T's Bell 
Laboratories and Britain's Heriot-Watt 
University in Edinburgh, small and primi- 
tive circuits of the kind that could one day 
grow into computers are already running 
on light. The switches they use—known 
variously as bistable optical devices 


(BODs) or transphasors—are essentially 
optical transistors. Light emerges from 
them as a strong beam (on) or a weak one 
(off). Put a bunch of transphasors togeth- 
er, shine laser beams through them, and 
you have the basic ingredients of an 
optical computer. 

To understand how a transphasor 
works, think of it as two partially-reflect- 
ing mirrors facing each other. If a beam of 
light is shone through them some of it gets 
trapped, bouncing backwards and for- 
wards between the mirrored surfaces (see 
diagram on next page). As these waves 
cross each other they can either interfere 
with and weaken the beam or align with it 
and reinforce it. This phenomenon is the 
basis of a simple instrument—used to 
measure wavelengths—invented by two 
French scientists, Charles Fabry and Al- 
fred Perot, in 1896. 

The Fabry-Perot interferometer e 
a strong beam or a weak beam depending 
on whether the waves are being rein- 
forced inside the cavity. On its own, 
however, it is not a switch: a useful switch 
needs to be obviously on or obviously off. 
Common sense says that a gradual change 
in the intensity of the beam shining in will 
produce a gradual change in the beam 
getting out, not the abrupt change that is 
needed. In ordinary circumstances, com- 
mon sense would be right. In the case of 
the transphasor, it is not. 

To make the Fabry-Perot interferome- 
ter into a switch, physicists hit on the idea 
of marrying it with a phenomenon known 
as optical bistability, first observed at Bell 
Laboratories in 1976. The secret is in the 
cavity between the mirrors. If this were 
filled with an ordinary medium—air, say, 
or most solids—the intensity of the beam 
passing out of the mirror would, indeed 
change in proportion to changes in « 
intensity of the beam shining in. Tra 
phasors, however, use a family of materi- 
als (such as indium antinomide and zinc 
selenide) that are “non linear". If a laser 
beam shines into these materials, a slight 
change in its intensity can trigger the 
wave-reinforcement and make the beam 
coming out of the transphasor suddenly 
brighter—and make it stay that way until 
the trigger is released. 

Bell Laboratories and Heriot-Watt 
have made different sorts of transpha- 
sors, but they both work. Heriot-Watt's 
are entirely optical: the laser beams are 
shone into bistable plates made of zinc 
selenide. Bell is trying a hybrid approach. 
Its devices. made of gallium arsenide, use 
electro-optical interference within the 
cavity to trigger the reinforcement effect. 
In an optical computer, these devices 
would be the "chips", and the “wires” 
would consist of laser beams. 

To make a computer, it is not enough 
to be able to turn just one switch on or 
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. Forward beam 


- Sous:  Scientiic Aiwrican: 


2 off. Computers are complex arrays of 
~ switches, each of which feeds signals into 


E the next. So optical switches must be 


"*cascadable"—the beams of light emerg- 
ing from one transphasor must be able to 
flip the next, and so on. They must also be 
able to receive and send several signals at 
the same time (properties known respec- 
tively as ‘“‘fan-in” and ‘“‘fan-out’’). 
-` These obstacles are tumbling fast. Last 
year, for example, the team at Heriot- 
Watt University showed that its zinc- 
selenide transphasors could be kept near 
their threshold by a holding laser, then 
switched by turning on a small extra 
beam. Earlier this year, the team an- 
nounced that it had placed several trans- 
phasors in a cycling loop. 

Optical switches should, in theory, be 
able to operate 1,000 times faster than 
electronic ones. But do not throw your 
electronic computer away just yet. For 
the present, transphasors are primitive. 
They still have to be pumped by too much 
light, and they are still bulky, separate 
devices—they have not yet been 
Squeezed together on chips in the way 
electronic switches have. Even so, optical 
switching works. 


Hybrid vigour 

Laboratories everywhere are rushing to 
bring optical and electronic switches to- 
gether. One motive is to make even 
better use of optical fibres. Existing opti- 
cal networks do not work at the speed of 
light, because the messages the fibres 


carry are shuttled between machines such — 


as telephones and computers that run— 
for now—on electricity, not light. So at 


each end of even the niftiest optical fibre 


sits a cumbersome device whose job is to 
transform optical pulses into electronic 
ones and vice versa. 


To speed this procedure, engineers are g 
creating optoelectronic chips. To do so, ; 
they have had to conquer a disadvantage : 


of the photon—its inability to carry an 


electrical charge. Picking signals off the 


end of an optical fibre demands some way 


to sort out waves of light and send them to : 


. different destinations. Electrons «ea 
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shunted by the application of an electric 
field; chargeless photons are impervious 
to such methods. 

The answer has been to channel the 
light through “waveguides” etched into 
chips made of materials. with unusual 
optical properties. These materials 
change their ability to conduct light when 
an electric field is applied to them. Using 
lithium niobate, engineers have been able 
to make a wide range of optoelectronic 
modulators, switches and other devices. 

But there is another reason for wanting 
to bring the photon and the electron 
together: . parallel processing. Britain's 
Plessey has developed a BOD in which the 
bistability comes from inserting a photo- 
chromic material—one whose chemical 
form changes when exposed to different 
wavelengths of light—into the cavity. 
Plessey believes the device could be used 
for parallel processing. The idea is to 
squeeze an array of BODs on a single two- 
dimensional plate. Each then becomes an 
independent switching centre that can be 
addressed simultaneously by an incoming 
laser beam (see diagram below). 

This approach comes into its own in 
applications such as image-processing, in 
which the value of thousands of picture 
elements (pixels) must be. individually 
calculated to build up a whole picture. 


 Plessey aims to get around this data- 


processing bottleneck by using light to 
process all the pixels at once. The optical 


switches are not yet as fast as electronic 


























ones, but that hardly matters when the: 
work. simultaneously. Plessey reckon 
that with its photochromic BOD, a devici 
the size of a finger-nail could process 4n 
pixels in one ten-thousandth of a second, 

Photonics has come a long way in 
quarter century since the arrival of- 
laser. But entirely new ideas for manipu: 
lating and exploiting light are still pop 
ping up. These range from the mundane 
(mechanical and biological sensors basec 
on optical fibres) to the frankly quixotk 
(travelling to the stars by giving space 
craft sails that catch photons). Physicist: 
have begun to use laser beams to tray 
individual atoms so they can be observec 
in detail. Engineers envisage massive 
computer memories with data encodec 
within the light-waves of a hologram. 

Why this sudden flowering? In the 
1970s, physics made a wealth of discover: 
ies about the ways in which light interact 
ed with matter. These discoveries are now 
finding applications. 

The properties of non-linear materi 
als—which made the transphasor possi 
ble—are one example, but there are oth. 
ers. In some circumstances, ig 
travelling through a material sets up int 
nal sound waves that contour themselve: 
like a deformable mirror, sending the 
light backwards out of the substance or 
the path along which it entered. In 1972. 
Dr Boris Zeldovich and colleagues at the 
PN Lebedev Physical Institute in Moscow 
used this property to make something 
called a  phase-conjugate mirror. | 












an image that has beeü disi orted and ther 
straighten out the jumbled-up waves tc 
reconstitute the original image. Like sc 
many EA sie the mirror was treat 
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Are chimps born free, but 
everywhere in zoos? 


THE CHIMPANZEES OF GOMBE. By Jane Goodall. Harvard University Press. 
673 pages. £19.95. To be published in America by Harvard 


Studying chimpanzees has an ulterior mo- 
tive. It is impossible not to hope that their 
behaviour will shed light on man's. Since 
man himself nowhere lives in the technol- 
ogy-less state for which evolution proba- 
bly adapted him, the chimp represents 
science's best hope of discovering the 
"function" for which intelligence 
evolved. 

A good deal is known about the behav- 
iour of apes in captivity. In the 1920s, 
Wolfgang Kóhler startled many by dem- 
onstrating what could only be called *'in- 
sight" in chimps that had been set prob- 
lems to solve. Until recently, less had 
been known about chimpanzees in the 
wild and their natural behaviour seemed 
harder to explain. Why, in an East Afri- 
can forest, does a chimpanzee need in- 
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sight, whereas a nearby baboon does not? 

That is the question to which Dr Jane 
Goodall and her students have devoted 25 
years of painstaking study on the shores 
of Lake Tanganyika. She first set out with 
her mother and a cook to camp in the 
forest and watch wild chimpanzees; grad- 
ually, she attracted the attention first of 
enthusiastic helpers, then of the scientific 
community. This book recounts that sto- 
ry. It is full of gripping anecdotes for the 
animal enthusiast. But it is more than 
that. In her unobtrusive way, she has 
turned her lonely project into one of the 
most rewarding studies of animals' minds 
yet made. 

The answer she gives to “why insight?" 
is simply "why not?" Being clever is 
useful in everything an ape does. Consid- 


er how à clever chimpanzee might achieve 
something that a brawnier, dominant 
chimp would try to prevent—mating with 
a female on heat for example. The clever 
chimp can enlist the help of a third 
individual, divert the dominant animal's 
attention, throw a tantrum, even provide 
it with false information, and thus attain 
its goal secretly behind the dominant 
male's back. All this has been witnessed. 

Insight in chimpanzees is not just a 
matter of individual intelligence and indi- 
vidual aims. It also affects their social 
behaviour. It is here that Dr Goodall's 
research at Gombe should most erode 
man's arrogance about himself. The more 
that is known about chimpanzees, the 
more they seem to share characteristics 
that were once thought to be peculiar to 
humans, such as language, tool-using— 
and warfare. 

Warfare broke out between two groups 
of chimps at Gombe in the 1970s. The 
author's account of three years which the 
males of the Kaseka group spent system- 
atically hunting down and killing each 
member of the rival Kahama group is 
terrifying. As Madam Bee is beaten to 
death in front of her kidnapped daughter 
by the aptly named Satan, Dr Goodall 
refrains from pointing out the obvious 
parallel with an event that had happened 
four months earlier—the kidnapping of 
four of her assistants by Zairean guerril- 
las. But it is not only in the negative 
aspects that man and ape resemble each 


other. At more peaceful times, the 
chimps’ “humanity” would shame most 
societies. 


The aggression that broke out in the 
1970s illustrates a second point. Had her 
research stopped in 1973, Dr Goodall 
might have painted a golden picture of 
chimpanzees in a state of Rousseau-like 
noble savagery. It is characteristic of the 
science of animal behaviour that many 
years of study and reams of data are 
needed to prove any point. In a fascinat- 
ing appendix to the book, which could 
profitably have been expanded, Dr 
Goodall deals with her methods and their 
pitfalls: the slow business of getting the 
apes accustomed to her presence; how, 
unlike in other sciences, where it helps to 
come armed with hypotheses to test, an 
open mind is essential; and how a balance 
between a heartless, black-box view of 
animals and too much anthropomorphism 
should be struck. She has struck it 
admirably. 
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good writinc 


Aur gracelessly is a subject on which 
| Kingsley Amis has been vitriolic, often 
B. and never delicate. In The Old 
Devils (Hutchinson, £9.95), which is sit- 






ting comfortably on top of the British 
<- bestseller lists, food and drink are still 


the solaces of his elderly male charac- 


|] ters; their lustful female counterparts 
|. offer more of a threat than a treat. But 
= the book is less waspish than, say, “Stan- 


-ley and the Women". The old devils, 
| paid-up followers of the demon drink, 
gather in South Wales to greet their 

‘successful friend, Alun Weaver, a pundit 


- who has made his name writing about a 


- poetic soak, Brydon, but is more at ease 
-writing about the Welsh than living 
among them. The return of his wife, the 


F “once beautiful and still well preserved 


Rhiannon, stirs up the devils like an egg 
whisk. Mr Amis scrutinises his charac- 
ters with an observant but not unkindly 
...eye, recording their struggles—seldom 

. dignified-—to come to terms with age and 
each other's failings. 

The Canadian writer, Margaret 
Atwood, gets to grips with the future 
rather than the past in The Handmaid's 
Tale (Jonathan Cape, £9.95)—a wry vi- 
sion of life in twenty-first-century Amer- 
ica. Pollution and sexual disease have 
taken their toll. Fertility has plummeted 
and the Gilead Republic has become a 
police state run by the Commanders on 
lines laid down by the Book of Genesis. 
The few fertile women are rounded up to 
serve as breeders for the Commanders’ 
wives. If they fail to breed, they die. If 
they. succeed, they are allotted to a new 
master. Sex is strictly impersonal, en- 
acted in the presence of the wives. The 
narrator is Offred (of Fred: the hand- 
maids are named after their owners). 
«Her book is a secret record of atrocities, 

and of what happens when her Com- 
-~ mander breaks the rules for the oldest 
*. reason in. the world (his wife doesn't 

understand him). The novel is Ms 
. Atwood's best to date, polished, inge- 


| . nious—and terrifying. 


Paul Bailey's Gabriel's Lament (Jona- 
_ than Cape, £9.95) contains suspense ofa 


| different kind. Gabriel Harvey's mother. n 
. walked out of the house one morning b 
e E d ie qt sre Gabriel, a mum- 


| Es ning, womanising "ather 


-fall was also a windfall that allowed him | 
d bur ed and ad: 





to Pd dt ove 






























“Lo vids of X Light. l is. “made into a film. 
Gabriel travels to America where, at 
last; he learns the unpleasant truth about 
mummy. The flaw in “Gabriel's La- 
ment” is excess. A huge cast of charac- 
ters and too many vignettes slow the 
novel down. 

Canada's thriving literary ‘tradition 
helps give the lie to the idea that the 
country is boring. Robertson Davies, 
like his. compatriot Ms. Atwood, can 
write most British novelists into a cor- 












joyable book. — 


the remm World | 
gi One| ds of, 









rd Ja apanese “culture. ‘But | ds. fs daugh- 


| fers ‘say he should be ashamed of his 2 


most celebrated works; his friends hesi- 
tate to offer reassurance and his former 
colleague, the composer Matsuda, once 
as dedicated as he to the idea that art 
should. carry -a political message, has 
committed suicide. Ono, standing ona 
symbolic Bridge of Hesitation, shows 
only an unbreakable determination to 
rewrite the past and to justify his behav- 
iour. Sübtle and exquisitely written, Mr ; 


Ishiguro's novel nevertheless lacks the uus 


in the running: Mo, Amis, Bailey, Atwood, Ishiguro and Davies 


ner, especially when their country is his 
subject. What's Bred in the Bone (Vi- 


king, £9.95) is an ambitious novel rang- 


ing from provincial Bairlogie, Ontario 
(the last railway-stop before the wilder- 
ness), to. a shabby-aristocra ic Fnglish 
household, and on to a Bavar 
all in pursuit of the. tru 
Corish,. an art. | expe 


















£9.95). As a study of th 


fascination of his previous book, '*A Pale 
View of Hills”. 

The most ambitious and exhausting of 
the novels also comes from an Anglo- | 
East Asian background: Timothy Mo's | 


An Insular Possession (Chatto & Windus, 







the 1830s, it is. cute: 





Iso the theme T | * ; 
writer Kazuo Ishi-. | 











The Scholars, Maam Valley, Connemara, Co. Galway 


KNOWLEDGE IS POWER. 


The Irish never underestimate the importance of learning. 


We spend a higher proportion of GDP on education than 
Britain, France or Germany. More than a quarter of the 
population is in full-time education. 


Today, Ireland's share of US manufacturing investment in 
the EEC is nine times greater than it was a decade ago. 


That's the Power of Knowledge. 
Ireland. Home of the Irish. The young Europeans. 


IDA Ireland & 


INDUSTRIAL DEVELOPMENT AUTHORITY 


The Irish govemment's industrial development agency has offices in DUBLIN (Head Office), 


ag 
Tel: (01) 686633, LONDON (01) 629 5941, TOKYO (03) 969 7691, HONG KONG (5) 961904, 


SYDNEY (09) 933 5999. Offices also in Cologne, Stuttgart, Munich, Paris, Amsterdam, 
Stockholm, Copenhagen, Milan, New York, Chicago, Houston, Los Angeles, Cleveland, 
Menlo Park, Calif., Boston, Atlanta. 






"WERE THE 
YOUNG EUROPEANS” 





Bankers Trust has played a ma- 
jor role in many Euronote and 

uro-commercial paper pro- 
grams established for high qual- 
ity corporate and sovereign 
issuers, such as Unilever, the 
Kingdom of Sweden, Oester- 
reichische Kontrollbank and 
Credit National. 
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your lead banks 
also lead the way in 


Euro-commercial paper? 


If credit is about all you 
can expect from your lead 
banks, perhaps it’s time to 
consider changing one of 
them. 
To Bankers Trust. 
With over $52 billion in 
assets, we can and do supply 
credit in all its many 
forms. 
But through our 

potent combination 
of investment bank- 
ing skills and com- 
mercial banking 
strengths, we pro- 
vide our corporate 
clients with far more 
than credit. 

Our skills ex- 
tend to corporate 
finance, management 
buyouts, loan syndi- 
cations and yes, to 
the Euro-commer- 








cial paper market through our 
London subsidiary, Bankers 
Trust International, Ltd. Our 
track record is second to none 
in actively dealing in the Euro- 
commercial paper and Euro- 
note programs which have 
accounted for the majority of 
total notes outstanding to date. 

One reason why we lead 
the way: our enviable position 
of being an active participant 
on both sides of the market, 
acting for issuers and inves- 
tors alike. 

It’s our wide range of 
services in so many areas that 
has helped make us a lead 
bank for so many corpora- 
tions. That’s because the 
financial needs of the modern 
corporation are complex and 
interrelated. Such needs al- 
most invariably require cross- 


disciplinary skills on the part 


Bankers Irust does. 


of a lead banker. 

Among the many services 
Bankers Trust offers: 

Swaps. Bankers Trust is 
a universally acknowledged 
market leader in the intricate 
world of currency and interest 
rate swaps. Our team of spe- 
cialists in London, New York, 
Tokyo, Hong Kong and 
Toronto completes an average 
of five deals every day. 

Corporate Trust and 
Agency. Over 2,000 corpo- 
rate and other entities depend 
on Bankers Trust to service 


over $150 billion in securities. 


We are the largest fiscal and 
paying agent in the interna- 
tional debt markets. 

Trade finance. Our 
knowledge of government 
export credit programs and 
our expertise in the capital 
markets enable us to structure 


"Bankers Irust Company 
Merchant banking, worldwide. 


Dashwood House, 69 Old Broad Street, London 









innovative trade transactions 
that give our clients a distinct 
edge in importing and ex- 
porting. Sá 
Options. Bankers EM 
Trust is a leader in in- 
terest rate and foreign 
exchange options, pur- 
chasing and selling op- 
tions on both short- and 
long-term instruments. This 
strength enables us to de- 
sign option packages specifi- 
cally tailored to our customers 
investment or financing re- 
quirements. 

Today, any lead bank 
worthy of its position should 
be able to deliver all of these 


services. 


’ 


Bankers Trust is one of the lead 
banks for Northeast Utilities, 
the largest electric utility in New 


Which is why so many England, În addition to being, 
. a major tender, we provide 
corporations have chosen our pone essaie t at 
bank as one of their lead eut senden: and employee 
b | ; nefit services. 
Bankers Trust. 


Kishimoto Building, 2-1 Marunouchi, Tokyo 


TRACTION. An automatic traction system 
stops wheel spin dead in its tracks by shut- 
ting off fuel injectors one by one until grip is 
regained. Takes a few milliseconds. 

Custom design of automotive componentry 
is part of our work within electronics. So is 
avionics, where we develop system software, 
simulations technology and advanced mainte- 
nance systems. 
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FRACTION. This steel sphere, 40-millionths 

of a meter big, was found in the oil system of 

an aircraft engine. Undetected, enough of them 

can completely ruin an engine or cause a crash. 

Our materials technology division offers superb 

problem identification and failure diagnostics. 
We're the FFV Group, active in electronics, 

aviation, and defense. For the facts write: 

FFV, Dept. 1-330, S-63187 Eskilstuna, Sweden. 
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Florence, past and future 


FLORENCE 


Florence has been proclaimed, by one of those EEC committees that 
decide such things, this year's ''European cultural capital". Ironic, then, 
that the city finds itself, not for the first time, torn by the conflicts 
inherent in being a modern administrative and business city and a 


historic magnet for foreign tourists 


In 1889, four churches, 18 palaces and the 
loggia built as a fish market by Vasari 
were demolished to give Florence its first 
dern square, the Piazza della Repubb- 

. The photograph above, which shows 
ow the old market appeared before 
redevelopment, has been plastered on 
posters all over the city by conservation- 
ists warning citizens about “‘the last time 
La Fondiaria set out to improve our city”. 

La Fondiaria is a big insurance compa- 
ny (last year's net profits were 60 billion 
lire, or $34m) which, three years ago, 
announced that it planned to adorn Flor- 
ence with a satellite city for 35,000 peo- 
ple. It said it would invest between 70 and 
80 billion lire a year for a minimum of 15 
years in the project. Housing would be 
built for workers and, hoped the plan- 
ners, jobs would follow. The car compa- 
ny, Fiat, said it would move its spare- 
parts plant near to the new suburb. 

The aim is to relieve overcrowding in 
the old city. Artisans abound but the 
demands of a modern business-like city 
are not being met: the traffic is jammed 
and office and administrative space is 
squeezed. As part of the scheme, the 
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city’s law courts would move into the 
vacated site of Fiat’s plant. Florence’s 
main newspaper, La Nazione, praises the 
project for “lightening the load of traffic 
in the centre" and waxes lyrical about this 
being "our city's last chance to catch the 
train for the year 2000". 

It all sounds sensible. But this mega- 
poli"—as the disorganised opposition 
calls the project—also means that the 
artisans who made Florence famous 
would be pushed out of the centre by 
banks and offices. Around 2m tourists 
flock to Florence every year and tourism 
is the city's biggest employer; the oppo- 
nents of the scheme worry, in a somewhat 
convoluted argument, that the tourists 
will not come in such large numbers if the 
city becomes embalmed by service indus- 
tries, including tourism. If 35,000 people 
forsake the city's centre for the modern 
comforts of the Fondiaria's self-contained 
city, say the critics, the centre could 
become as false as Williamsburg. 

Alarmist? Perhaps. But there are three 
good reasons for the Florentines to be 
suspicious of the plan. First, it was pre- 
sented to the public as if it had been born 
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full-blown, like Venus in the famous 
Botticelli painting. There was no public 
discussion and, at first, no voice was 
raised against the formidable combina- 
tion of La Fondiaria, Fiat, the city council 
and La Nazione. Even the Communist 
party, which began by shilly-shallying 
about the project, ended by voting with 
the majority in favour of it in July though, 
by that time, public disquiet had surfaced: 
what might have been a straightforward 
session of the city council lasted 19 hours. 

Second, the results of previous redevel- 
opment of Florence have not always been 
happy. "A German beer-drinking square 
that would be second rate in Birming- 
ham", wrote the English travel writer, 
Augustus Hare, of La Fondiaria's 1889 
efforts. True, the new project does not 
involve demolishing any buildings in the 
heart of Florence's medieval quarter (that 
would not be allowed today) but oppo- 
nents say that building a big new suburb 
could have the same effect. They point to 
Bologna, à city roughly the same size as 
Florence with an overcrowded historic 
centre, as an example of how to manage 
things better. For at least 20 years, the 
city has been drastically “modernising” 
working-class dwellings in its centre 
(parking the inhabitants elsewhere for a 
year), so that plumbers, butchers and 
greengrocers can continue to reside in 
and serve the centre. 

Third, Florentines fear they will lose 
control of the project. Though La Fon- 
diaria was founded in Florence in 1879 
and remains a power in the city, it is 
under siege from the chemical company, 
Montedison, which is based in Milan. In 
early August, Montedison bought 12% of 
La Fondiaria’s shares, bringing its total 
stake to 38%. Montedison has ended the 
gentleman’s agreement which had per- 
mitted well known Florentine families, 
who together hold only 7.5% of the 
shares, to govern the company’s affairs. 
Montedison itself is under siege from one 
shareholder, a merchant bank, Medio- 
banca. Until the conflict is resolved, the 
Tuscan regional government, which must 
give the project the go-ahead, would do 
well to look sceptically upon La Fondiar- 
ias plan to prepare Florence for the 
twenty-first century. 


Sculpture in Florence 


A chip off the old 
bronze 


Florence is celebrating with a series of 
exhibitions the 600th anniversary of the 
birth of Donatello, its native son and the 
first great sculptor of the modern age. At 
the same time, it has put on a big show of 
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the works of Mr Giacomo Manzu, gener- 
ally considered Italy’s best living sculptor 
and, according to the critic, Mr Cesare 
Brandi, “the only modern sculptor close 
to Donatello's vision”. 

Donatello and Mr Manzu have some 
surprising things in common. Both were 
commissioned to commemorate the 
deaths of two Popes John XXIII. Dona- 
tello’s tomb for the Pope, who reigned 
from 1410 until he was dethroned by the 
Holy Roman Emperor five years later, is 
in Florence's Baptistry. Mr Manzu's por- 
trait is on his bronze door for St Peter's, 
known as “the door of death"; one of its 
panels bears a portrait of Angelo Ron- 
calli, God's vicar from 1958 to 1963. Mr 
Manzu, now 78, comes from Bergamo, 
the same city that was the second Pope 
John XXIIT's birthplace; the sculptor, a 
communist and winner of the Lenin peace 
prize, shares with Joh1 the Pope a hum- 
ble origin, a humanitarian streak and an 
incomprehensible Bergamo dialect. 


A bronze of Mr Manzu's two children, 
Giulia and Mileto, romping on the ruins 
of an old cart, conveys some of the same 
joy as Donatello's chubby cherub (see 
picture). This cherub in turn is a reminder 
that, 600 years after his birth, art histori- 
ans are still arguing over such basic things 
as who some of Donatello's statues actu- 
ally represent. This figure is sometimes 
called Attis (the lover of Saturn's wife, 
Cybele); sometimes a  dart-thrower; 
sometimes baby Hercules; this year, baby 
Mercury has joined the list of candidates. 

One of Donatello's best known figures, 
a bronze David, may also be Mercury—or 
so says Sir John Pope-Hennessy. Sir John 
was once Keeper of Sculpture at Lon- 
don's Victoria & Albert Museum and 
probably the world's leading authority on 
Donatello. Even so, his claim looks im- 
plausible: the figure holds a rock, has no 
wings on his feet (as Mercury usually 
does) and a large, severed head supports 
his left foot. 


Roman-holiday snaps 


Old photographs can be unintentionally 
funny or fascinating for historical rea- 
sons. As with some paintings, the figures 
in the background may reveal more than 
the nude or bewigged figure at centre- 
stage. 

Three recent Italian exhibitions of 
nineteenth- and early twentieth-century 
photographs make this point. The 
first looks at views of Italy at the 
time of John Ruskin. In 1839, 
Daguerre had announced his in- 
vention of an apparatus which 
could capture images; in 1848, 
when Ruskin and his child-bride 
went on the first of their two 
(unconsummated) Venetian hon- 
eymoons, Effie lamented that 
John spent entire days photo- 
graphing the stones of St Mark’s. 

One photograph by itself makes 
this exhibition worthwhile. It was 
taken by the Rev Calvert Jones, 
aiming to immortalise Florence’s 
Ponte Vecchio with a snap (the 
first of many millions) taken from 
the parapet that extends over the 
river Arno near the Uffizi. The 
old bridge has not changed, but 
Vasari's arches linking the Uffizi 
with the Ponte Vecchio then had 
shutters on the river side. The 
grand duke had rented the arches 
to shop-keepers. In 1846, it was 
safe for pedestrians to walk in the 
streets; under Vasari’s arcades, 
purses could be waiting. 

The second exhibition honoured 
Thomas Ashby, director of the British 
School of Rome from 1906 to 1925. He 
was a topographer-archaeologist, who 
set out on foot or bicycle in search of lost 


cut- 
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Roman roads, tombs, or entire cities. He 
identified the Castelgandolfo, where the 
Pope spends each summer, as the Ro- 
man Alba Longa. In a farmer's field, 
with a puzzled peasant looking on, 
Ashby would find and photograph pav- 
ing stones or an old detour to an extinct 
Roman town, because his studies had 





Primoli took steps to develop photography 


convinced him that it had to be there. 
His photographs are also records of how 
many monuments have been abused or 
destroyed since he took them. 

“I Viaggi Perduti” (“Journeys of Yes- 
teryears"), the third exhibition, now in 
Florence, is as wide an assortment as any 





Even babies have identity crises 


to be found in auntie's attic trunk. The 
Damascus gate in Jerusalem was half 
buried in rubble in 1852. The 1,000 or so 
pilgrims seen in Bethlehem on Christmas 
Day 1880 were all dressed in Arab garb. 
Many of these photographs came origi- 
nally from the camera of Count Giu- 
seppe Primoli, who left his collection 
of 12,000 photos and his palace to 
Rome. 

The Primoli archives, housed in 
Rome's Napoleonic Museum, include 
the beautiful people of his day. 
Eleonora Duse, without stage- 
make-up, proves as dazzling as the 
young Ingrid Bergman. Primoli 
recorded a dark-haired version of 
someone who looks like Dolly 
Parton, riding her buckin' bronco 
in a corseted velvet dress—side- 
saddle: it was Annie Oakley on 
tour to Rome with Buffalo Bill. 
But the count, unlike fellow pho- 
tographers of his day, also turned 
his lens to ordinary folk. One 
photograph taken in 1889 shows 
two mothers dunking their small 
children in a canal, each child 
harnessed with a rope. Pictures of 
the Roman Forum in the 1880s, 
for example, suggest that it was 
still the central gathering place for 
the poor and mothers with small 
children. 

Photography was arduous in its 
first 100 years, not the snap it is 
today. Oscar Wilde, in Rome with 
his camera, wrote to a friend that 
he had photographed cows in the 
park of the Villa Borghese: “They love 
being photographed and stand perfectly 
still, unlike architecture." John Ruskin 
must have set up a tent in St Mark's 
Square when he was taking his photo- 
graphs: daguerreotypes had to be devel- 
oped immediately. 
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COUNTRY STUDIES 


C1 Poland to the 1990s: Retreat 


or Reform? 


The Polish economy is walking a 
tightrope between satisfying the demands 
of the population and its obligations to 
Western Bankers. Could more be 
achieved if the theory of General 
Jaruzeiski's economic reform was put into 
practice? How will the new targets be met? 
This report gives a comprehensive 
analysis of Poland's problems and 
assesses the likelihood of the 1986-90 
plan succeeding. 

No. 1061 Price: UK & Europe £85; 
N. America US$160; Rest of World £88. 
Published September 1986. 


Cl India to 1990: 


How Far will Reform Go? 


What are the results of the recent 
economic liberalisation in India? Can it 
continue, and what would be the outcome 
ofasustained commitment to such 
policies? This report studies these 
questions, examines the new Five Year 
Plan and sets out growth projections to 
1990. itincludes details of the 
liberalisation programme and analyses 
prospects for key industries. 

No. 1054 159 pages. Price: UK & Europe 
£95; N. America US$180; Rest of World 
£98. 


C Kenya to 1990: Prospects for 
Growth 


Kenya is poised to overcome recent 
economic difficulties. Can it reassertits 

. position as one of the most successful 
economies in sub-Saharan Africa? This 
report combines detailed economic 
analysis with an assessment of the social 
and political trends over the next five 
years. it also draws some provocative 
conclusions about the lessons Kenya has 
to offer for World Bank and IMF policy in 
Africa. 

No. 1052 105 pages 

Price: UK & Europe £95: 

N. America US$180; Rest of World £98 
Published August 1986 


Portugal to 1990 
The Challenge of Modernisation 


Portugal has been characterised by 
economic crises and erratic growth for the 
past decade. Can it now settle down to more 
stable growth, and attract an increasing 
share of foreign investment? Entry into the 
EC and recent financial liberalisation 
symbolise a new future. But deep economic 
problems remain, not least aheavy debt 
burden. This report assesses how far the 
current liberalisation trend will go, and 
presents a detailed forecast forthe next five 
years. 

~ No:237 114 pages Price: UK & Europe £95; 

, N. America US$180; Rest of World £98 
Published April 1986 


C Spot Oil, Networks and 
Petroleum Futures 


The Emergence of a New Oil Market 


Unless Opec achieves the impossible 
and finds a consensus strong enough to 
impose a new long-term stability on oil 
prices, futures markets will become 
increasingly important in international oil 
trade. This special report relates futures to 
the whole context of crude oil and products 
trading, including contracts, spot markets 
and netback deals. 

100 pages of text including 26 charts and 
tables. No. 1063 Price: UK & Europe £150; 
N. America US$275; Rest of World £153 
Published September 1986 


[LJ Air Transport in a Competitive 
European Market 
Problems, Prospects and Strategies 
This major report is a comprehensive 
analysis of European air transport 
prospects into the 1990s. It looks in detail 
atthe carriers, their markets and the 
issues of automation, privatisation and 
airline economics affecting their 
operations. it analyses the impact of 
deregulation in the USA, the force for 
change sweeping Europe, the key issues 
of pricing, pooling, capacity determination 
and market entry; and it proposes a 
strategy for liberalisation and forecasts 
the likely future shape of the airlines and 
the aviation market in Europe. 
No. 1060 218 pages. Price: UK & Europe 
£95; N. America US$175; Rest of World £98. 


CONSUMER REPORTS 


O Sponsorship 1986 
Roughly £280m will be spent on 
sponsorship in the UK in 1986, Everything 
from international athletics to flower 
shows will benefit trom sponsorship funds. 
This third edition of ahighly successful 
report reviews recent progress in this fast 
expanding sector. It answers some 
important questions such as: Is there a 
formula for success? Could tobacco 
money ever be withdrawn? What are the 
criteria used by today's sponsors? Are 
there bad publicity risks? How do you cope 
. when sponsorship is withdrawn? New 
areas for sponsorship, fresh ways of 
sponsoring and likely trends to the end of 
the 19805 are aiso assessed. No. 1064 
Price: UK & Europe £85; 
N. America US$155; Rest of World £88 
Published August 1986. 


© Retailing in Britain 
Volume One - Sector Analysis and Prospects 
Volume Two -Company Profiles 
Bids, deals, takeovers and new alignments: 
among the major companies are constantly 
changing the face of British retailing. This 
reportforms an excellent framework within 
which these events can be assessed, Volume 
One examines and analyses 25 retail 
sectors; cross references major companies 
with the trade sectors they serve; gives short 
term turnover forecasts, and analyses trends 
to the 1990s. Volume Two contains 200 
company profiles. 

No. 1056 Price: UK & Europe £295; 

N. America US$530; Rest of World £298 — 

Published July 1986  Á 








C Tokyo 2000: 


The world's third International financial 
centre? 


Technological change, worldwide 
deregulation and the advent of 24 hour 
global trading all point to the expansion of 
-athird financial centre. This report shows 
how Tokyo will play this role, overlapping 
US and European time zones and 
providing access to Asian markets. The 
fifth in a new series of reports from the 
publishers of Crawford's City 
Connections. 
‘No. 1055 93 pages. Price: UK & Europe 
£95; N. America US$145; Rest of World 
£98. 




















































C) Guide to Management 
Buy-outs 1986 


Management buy-outs continue to grow 
in size and number. Their value is 
expected to double in 1986 from last year's 
total of £820m. In this third edition the 
report has been enlarged to appear in 
Guide form. Designed to steer buy-out 
teams through every stage of the 
operation, it offers major sections on tax 
and legal aspects, a directory of 
institutions willing to provide finance, and 
the case histories of all important buy-outs 
so far. 
226pages. Price UK & Europe £45; 

N. America US$80; Rest of World £48. 
Published August 1986. 
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chiller 
International Unive rsity 
| Associate, Bachelor & Master degrees in ^ ^^ 
—. BUSINESS ADMINISTRATION-HOTEL MANAGEMENT, 
LAW/PUBLIC ADMINISTRATION-INTERNATIONAL RELATIONS. 
Computer Studies, Pre-Eng/Pre-Med, Art, French, Spanish, German, 
English, College Prep. Courses. Language of instruction-English. 
@inter campus and US transfer. @BEA & MBA evening classes in London, Paris & Heidelberg. 
Schiller International University 
Dept D3, 51-55 Waterloo Road, London SE1 8TX Tel:(01)928 8484 
Tele ex: 8812438 SCOL G. Accredited AICS, Washington. DC, USA 


University of 
California, Berkeley 


1987 Executive Education Programs 


Competitive Marketing Strategies 
January 11-16, 1987 
August 9-14, 1987 


Corporate Finance and Strategy 
May 31-June 5, 1987 | 


Financial Decision Making 


for Public Utilities 
June 14-26, 1987 


Advanced Management Program | 


for Caribbean Managers 
July 6-24, 1987, Kingston, Jamaica 


Management Development 
July 26-31, 1987 
Competitive Marketing | 


of Services 
July 26-31, 1987 


Management Development for 


Engineers and Scientists in Asia 
August 2-14, 1987, Bangkok, Thailand — 


Management Development for 


Engineers and Scientists 
. « . September 17-25, 1987. x 


The Executive Program | 
|. October 4- 30, 3987. M 


For reservations sand further information: 


UN IVER SITY 
BUSINESS SCHOOL 


Evening MBA BA Programme. 


SEEKING TO CONSOLIDATE AN ALREADY SUCCESSFUL 
CAREER? HAVE YOU CONSIDERED A PART-TIME 
MASTERS PROGRAMME? — 


; The Evening MBA is a two year programme for up-and- 


coming managers usually in their late 20s from the City and 
Financial Institutions. It aims to foster strategic thinking 

required to cope with change in the City. Many leadingg 
institutions sponsor selected staff on this programme. 

The high intellectual demands require the candidates to 
have at least a good second class honours degree or its 
equivalent. The next course commences February 1987. 


For further details contact: -— 


Elizabeth Sullivan, Admissions. Officer, City University 
Business School, Frobisher Crescent, Barbican Centre, 
LONDON EC2Y 8HB. Telephone: 01-920 0111, ext 238. 


Co] A one year MBA Industrialisation strategies for 


RVB development and their managerial implications 


DELET 


. APROFESSIONAL DEVELOPMENT PROGRAMME 
. FOR INDUSTRIALISING COUNTRIES’ EXECUTIVES 
STARTING SEPTEMBER 11, 87 - CONCLUDING — 
| SEPTEMBER 8, 1988 | 


CONCENTRATION AREAS: 


dox industrial Policy and Strategy 
| * Strategic Management en Enterprise Strategic Design 
|. * Behavioural Implications of the Strategic Implementation 
Ke Electives 


an The programe focuses on the needs and conditions of industria- | 


lising countries, with emphasis on pM decent and 


: : applied relevant skill c ecg calc 












NGLISH for foreign students. Begin- | [777 
ars to University Entrance. Oxbridge: 
perience, 01-994 1574. — 












EXPERIENCE COUNTS! 
..  NON-RESIDENTIAL 
... DEGREE PROGRAMS 
^rofessionals in any field may apply for at-a- 
listance Bachelor's, Master's or Doctoral de- 
pee programs in Management, documenting 
vork experience instead of further classwork, 
ind presenting à career accomplishment project 
nstead of a standard thesis. The cost is moder-T. 
it; ihe fime for completion is shortened. 
Jesigned for working professionals. Program 
uuthorised by the California Department of Edu- 
ration. Students worldwide. 


CALIFORNIA UNIVERSITY 
for ADVANCED STUDIES 
School of Professional Management 
Office of the Dean, Room E-1A 


100 Galli Drive 
ovato, CA 94947 (415) 382-1600 












Wes University 
=f" de la Romande 
A private non-traditional University 
offers degrees to mid-career adults 
entirely at home and with. full 
credits for life/career experience, 













Neil Gibson & Company, Dept E . 
PO Box 3, Sudbury, Suffolk. England. 














Finance 


for Executives 


15-27 March 1987 
11-23 October1987 © 


Programme Director - Professor Herwig Langohr 


The impact of finance on business perform- 
ance isa key management issue, - 
.  FFEis a general management corporate : 
finance programme. | 
Senior executives and functional managers 
... will leave the programme with a clearer under- 
. standing of the role of finance in corporate — 
Strategy and in improved business performance.. 





Corporate strategy, Miu Daa the value of 
the corporation; Foreign exch 





77] | HOME STUDY COURSE in econ 
EF | | jes. A 10-lesson study that will 
|] light on today's baffling problem 


| Write Henry George Institute, 5 E 44th |. H ! ! | 
Sty New York, NY 10017, USA. | , German. Japanese, Learn 













|| Applications with a cv should be sent to Mrs Ferguson, Room 445, - 
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We CAN help 


Write to: ae 
Graduate Tutorials, GTAC Associates, 
FREEPOST, London W5 4BR. 
Tel: 01-993 3983 
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31 Konsi n Church St 
London W8 2LL. — 01-937 1647 
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UNIVERSITY DEGREE 




















An you know industry. We will assist you in completing your degree requirements 
experiance i& still ihe without formal classes or seminárs at your own pace and time. 


Pad Degrees Send detailed résumé on work life and academic experience for a.no 
cost evaluation: 


PACIFIC WESTERN UNIVERSITY 


600 N Sepulveda Blvd, Los Angeles, California 90049—Dept 137-—USA 


x ge oq os | 
seminars oh business experiences, We accept college credits no | 











Resource Decision Systems is a small, rapidly growing firm of manage- 
ment consultants, specialising in the development of long term strategies 
for clients, particularly in the natural resources and industrial sectors. 
We are currently seeking several, highly motivated graduates to work as 
Associates within the firm. The ideal candidate will have proven numerical 
and analytical skills, an outstanding academic record. and one or more 
years of post-graduation experience. Practical experience with computers 
and fluency in a major European language would be a distinct advantage. 
Compensation for successful candidates will reflect the quality of the 
individuals and the demanding nature of the work. 
Interested candidates should send their curriculum vitae to: 
Resource Decision Systems 
The Adelphi Buliding 
1-11 John Adam Street 
London WC2N 6BW 
























DEPARTMENT OF THE ENVIRONMENT 
TEMPORARY ECONOMIC ADVISER 
An economist is required in London to assist in the development 
of reforms to the system of local taxation and grant as outlined in. 
the Green Paper "Paying for Local Government". Applicants | 
should have a degree in economics and several years relevant 
experience. An interest in policy analysis- and. public finance 
issues, oe with some experience of computer modelling, 
would be desirable. Peas OP EA A 

ped scale: £14,318—£19,465 plus Inner London weighting of 
The post is a temporary one for one year, but with opportunities to. 


progress to an established position. For further details, contact - 

















. Stephen Nicol 01-212 7634 or Phillip Ward 01-212 3591. 










































2i . UNIVERSITY 0 or NATAL 
DEPARTMENT OF ECONOMICS - 
DURBAN 

Ap Duc are invited rom suit- | 
qualified persons regardless of 


sehr religion, race, colour or nation- | 
Del origin or appointment to the post 






















.The The appointment carries an qup 

Ckage, details o 
which are otilsinable from the Per- 
sonnel Section on ‘request. The 
salary offered will be determined 
according to the qualifications and/ 
e ean. j the successful 





























Application forms, further particu- 
| lars of the post and information on 

pension, medical aid, group insur- 
ance, staff bursary, housing loan 
and subsidy schemes, long leave 
conditions and travelling expenses 
on first intment are obtainable 





















Vinili 270 High Palbom. London 
ni WC1V 7HE or Registrar, University 
- | of Natal, King George V Avenue, 









James's Street, Lon don SW1 A HG. ! 


University of Newcastle 
upon Tyne . >> 
Department of Agriculture and Food 
Marketing | 


LECTURER 


Applications are invited for a Lecture- 
ship in the Department of Agricultural 
and Food Marketing, to specialise in 
Agricultural Commodity» Marketing. 
Candidates. must have à sound aca- 
demic background, preferably includ- 
ing a doctoral degree. Some commer- 


cial or institutional ~~ marketing. 


experience would be an advantage. 


Salary will be at an appropriate point on 
the Lecturers' scale: £8,020-£15,700 
per annum according to qualifications 
and experience. 


Further particulars may be obtained 
from the Senior Assistant Registrar, Mr 
R. R. Moir, The University, 6 Kensing- 
ton Terrace, Newcastle upon Tyne, 
NE1 7RU with whom: applications 


50 : Science The London - 





` Trust and directed by Professor S. 
Strange (at LSE) and Professor J. 





tange £8,020-£12,780 plus £1,291 
London Allowance a year and witt 
“appropriately increased responsibil 

x ] ities. in assessing the starting salary ir 
ss School | : kid range, consideration will pe aos 





wire Political - 









Tr RESEARCH: OPPORTUNITIES | -40 qualifications, = -e 


- Applications are invited for 2 research Spas 
posts on a joint LSE/LBS study of the 


i The minimum. qualifications require: 
ine Priscilla Bhd include a Master's degree in Econom 


ics, International Relations or Busines: 
Countries financed by the Leverhulme Studies, a strong analytical back 


-ground and the ability fo conduct fiek 
research at high levels both in govern 


Stopford (at LBS). The appointments ment agencies and in companies. 


will be for a period of 2 years starting 


from as early a date as possible. Application forms. and further particu 
itis expected that both posts will be at lars are available, on receipt of : 
Research Assistant level in the salary . stamped, addressed envelope, fron 
range £5,660-£8,020 plus £1,297 Lon- — the Administrative Officer, Room H516 
don Allowance a year but, depending ^ London School of Economics. & Politi 
on the financial resources available, it — cal Science, Houghton Street, Londor 
may be possible to offer oneof them as WC2A 2AE. Closing date for appi 

a Research Officership in the salary — tions:3 November 1986. 


THE UNIVERSITY OF TASMANIA 


Senior Lectureship/Lectureship: 


Department of Accounting and 
Finance (Ref No 86/44) 


Applications are invited for two tenurable posts which are available from 
early 1987 at the Senior Lecturer or Lecturer level. Candidates should have 
higher degree qualifications, relevant teaching/research experience and 
interests in the areas of management anoounting, ge finance or 
commercial law. Enquiries ta Professor P M. Standish (Tel: 
61.02.202266). 


Current salary scales are: Senior Lecturer $A37,381 x 5 increments to 
$A43,568 or Lecturer $A27,859 x 7 increments to $436,600 pa. 


ta cena Application forms and further information available 
d'una from the Secretary General, Association of Common- 
se wealth Universities (Appts), 36 Gordon Square, Lon- 

: don WC1H OPF; or from the Staff Officer, University 
of Tasmania, Box 252C GPO, Hobart, Tasmania, 
























Durban, South Africa, 4001, with 
whom applications, on the pre- 
scribed form, must. be lodged not 
later than 15 December 1986, quot- 
ing the reference D85/86. 


(three copies) together with the names 
and addresses of three referees should 
be lodged not later than 7 November 
1986. 
































Professor of | 
Communciations Studies 


The University of Calgary invites applications for a full 
time academic appointment in the Master of Commun- 
ications Studies (MCS) Programme. Responsibilities 
include graduate teaching, graduate student supervi- 
sion and research in area of expertise. 


The MCS Programme i is an interdisciplinary graduate 

programme with sixty students pursuing a MCS or MA © 

degree; there is an emphasis on scholarship and | 
collegiality. 


Applications are invited from individuals with academic 
credentials in communication, or related area, particu- 
larly those with a research emphasis in organizational 
communication, marketing communication, or com- 

. munication research methodology. 


» Academic rank and salary are dependent upon qualifi- 
cations and experience. A doctorate in communication, 
or er area, is: required. Appointment date: July. 
Ast 


In accordance with Canadian immigration | require- 
ments, priority will be given to Canadian citizens and 
permanent residents of Canada. Application letter, 
detailed curriculum vita, and the names and addresses 
of three references should be submitted, prior to 

December 1st, 1986, to: 


Dr. TL. McPhail, Direcior HERE VESTNES 
Communications Studies == 

- The University of Calgary __ 

. 2500 University Drive N.W. | 

Calgary, Alberta T2N TNA : 

Canada 


ane: Australia 7001 (Tel: 61.02. 20201 3), whom applica- 
N Á oo quoting Ref No, should reach by 24 November 


THE UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER 





THE PENNSYLVANIA STATE UNIVERSITY 
Department of Economics 


The Department of Economics invites applications and nomina- 

. tions for continuing and visiting appointments at all ranks starting 
August, 1987. Candidates should have strong interests in re- 
search and commitment to excellence in teaching. Responsibil- - 
ities include teaching at the. undergraduate. and graduate levels, 
research and d elici ESES in nei area -of 


bga o 


d has a "strong : research orientation. pue considerate Aaroni 
i bes formal research centres. Send curriculum vitae, names and 








Zealand - 


The Council of the University invites : 
applications for the following position: 


SIR JAMES FLETCHER CHAIR OF 
BUSINESS ADMINISTRATION 


The successful candidate will have 
demonstrated academic leadership 
and possess a record of outstanding 
research in one or more of the main 
areas of business administration. 


The appointee will take up the position 
in 1987 on a date to be arranged. 


The salary for a Professor is within the 
range of NZ$62,000 to NZ$77,500 per 
annum. The commencing or subse- 
quent salary may be increased as a 
result of the review of salaries which 
the University makes at the beginning 


of each year. 
vr particulars and Conditions of 


appointment may be obtained from the 
Secretary General, Association of 
Commonwealth Universities (Appts), 
36 Gordon Square, London WCTH 
OPF. 

Applications close with the Registrar, 
University of Canterbury, Private Bag, 
Christchurch, New Zealand, on 28 
November 1986. 








E | Southampton 


Rey THE 
UNIVERSITY 





Finance Officer 


Apylicatione are invited for the post of 
Finance Officer, which will become 
Po sigh o E H. 


sity. Salary negotiable but in the re- 
m of £25,000 per annum. Further 
tails may be obtained from the 
Secretary and Registrar, The 'Univer- 
sity, Southampton SOS 5NH to whom 
ee etn: should be sent by 31 
October 1986. 
















: Granada Television is looking for a successful 
City person (banker, broker, dealer, accoun- 
lant, fund manager ete} pius. thet family to take 

E OL iunio m T i 
NATION to 
















ay they saw the future a generation ago. | 
al may be difficult to. ind and we can f 
itis not possible. a 








lease write t o 





| The Australian Nationa | 
University | | 


Applications are invited from suitably 
qualified men and women for appoint- 


The Australian Development Assis- 
tance Bureau has provided funding to 
enable the Centre to conduct a gradu- 
ate programme in the Economics of 
Development and the successful appli- 
cant would be expected both to teach 
and research. Applicants would be ex- 
pected to have carried out research in 
the economics of developing countries 
with emphasis on applied research and 
policy analysis. 

The position is available for two years 








uareerstednindmgoutroreanut > : 


ment to the following position: fications and experience within the | 

RESEARCH SCHOOL OF PACIFIC fange: Research Fellow A$27,859-  LECTURESHIPATTHE —— 

STUDIES — ASSO 817 ASAE 10 pe Cres ON | [| PROJECT PLANNING CENTRE - 

NATIONAL CENTRE FOR a oval. | | FOR DEVELOPING COUNTRIES - A 
bibe hbghóu idi provided towards travel and removal. | 

RESEARCH FELLOW/SENIOR an appointee from outside Canberra. | B "t training in sociologyanttopoloy. 

RESEARCH FELLOW Eligible appointees will be required to 


. Á : : ther particulars also available from the perannuable. 

in the first instance with the possibility Secretary General, Association of f- Application forms and further particu- 
of extension. ‘Intending applicants © Commonwealth Universities (Appts), lars from the Secretary, Ret: 
should write to the Registrar for further — 36 Gordon Square, London WV1H PPC/L/E, Uni ot , West 


particulars or contact Dr Clive Hami- OPF, 
ton, Director Graduate programme in 
the Economics . of. Development, 
NCDS, telephone (062) 49 4699. 








The Economics Avice Division of British 
Telecoms Headquarters in Central London 
provides an advisory service in economics 
and econometrics which is used in all parts 
of the company. 

The Division has vacancies for 
professional Economists who can take on 
project and advisory work in economics, 
finance and forecasting, including such 
areas as: competition and regulatory 
issues, new business ventures, macro- 
economic analysis and forecasting the U.K, 


_.and world economy. These vacancies 


provide interesting opportunities in a 
rapidly changing business environment at 
the forefront of the development of 
industrial regulation policies in the UK. 
Applicants must have a Ist or 2nd 
class honours degree, and preferably a 


post graduate qualification in economics or 


a related subject. Experience as an applied 


1 Closing date: 30 N 
Ref: PA. 23.10... 


CONDITIONS OF APPOINTMENT E: 
Salary will be in accordance with quali- |. 


join the Superannuation Scheme for 
Australian Universities. Maternity leave 
is availabie. The University reserves 
the right not to make an appointment or 
to make an appointment by invitation at ght MSc in 
any time. Applicants should quote the 
advertisement reference when re- 
questing further particulars and when 
submitting applications, which should 
be forwarded to the Registrar, Austra- 
lian National University, GPO Box 4, tributing to the other activities of the 
Canberra, ACT 2601, Australia. Fur 


THE UNIVERSITY IS AN EQUAL 
OPPORTUNITY EMPLOYER 


. conomists 


CentralLondon up to £l 7,000 


: economist or econometrician, an 
understanding of the principles of finance 



































Overseas ho pe of an Bag inch 
and/or teaching nature. The Project 
Planning Centre runs, in Bradford and 
abroad, specialised post-experience M- 
courses if Pm planningforpersonnel Mi. 
kii deve oping countries, conducts a M - 

ational development and 
ret Planning, and undertakes re- 
search, advisory and institutional devel- 
opment assignments overseas. The j^ 
ed will M hie SA 
 post-experience a postgraduate 
courses, undertaking research and con- 



















Centre. Salary on scale£7,055 - £15, 700 
er — ahnum — (under review). 









: Yorkshire 8D7 10P. P eset ad 
e" employer. Closing date 7 


















or statistics, and some experience of 
working with computers is desirable. 

Starting salary inclusive of London 
allowance, will be up to £17,073, depending 
on qualifications and experience, rising to 
a maximum of £19,195. There ore good 
prospects of promotion. 

For more information about these 
posts ask the Operator for a transfer 
charge call to Nigel Attenborough on 
01-356 6284. For an application form, please 
contact Ann Hulbert on FREEPHONE 2740, 
or write to her quoting reference EC 01, at 
British Telecom, Management Recruitment 
Unit, Room 26/48, Euston Tower, 

286 Euston Road, London NWI 3DG. 

British Telecom is an equal 
opportunity employer 


British — 
































| | AUTHORS! Send Your. Manuscri 
M j :].] Biographical, Fiction, Travel, Poetry 
i” . | | etc: for Book Publ ication. Reasonabl 
T4. Anon Documents Ex Examiner of Forged . | terms. Stockwell, Dept 75, ifracombe 
.J Anonymous writing, zr Devon, , England. (Estd 1898). 
1 Also Personnel/Character Assessment: 

s P. Lavell 

E Vilage Close, London NW3 5AH. 
Tek 01-794 6060. 











PROFESSIONALLY. ‘typed EFT 
ses, manuscripts, etc. Tel: 01. 205 9247 | i TAN 
{24 TOUS NL Lt. 









































DM 1 = 
YEN 1.40 


WHAT is CURRENCY BULLETIN say- 
ing NOW about the dollar? 


Businesses and investors. send today for 
your free copy to CB/PCP, 14 Pall Mall. 
London SW1. Telex 919560. 


1 Travel Centre Worldwide ‘flights ane 

 cialising in first, club class, economy t 
Australia, South Africa, USA. Also spe 
cialists in business accounts. For de 
tails, please telephone 01-654 6168 
ABTA 73196. 












ue BRUNDEAN La, 16 Jacobs Well Meus, 
e 01-675 1185 "Telex 8811725. 




















CUT "THE COT OF 
YOUR STAY IN LONDON 


Take. a. furnished, self-contained ‘service 

apartment in Knightsbridge, near Harrods. - 

Fully equipped -kitchen-dinette, bathroom, 

phone, colour TV, central heating, elevator. 
Suit 1-2 persons. Brochure by airmail. 












WANTED 
JOINT VENTURE PARTNER 










EX-CITY DEALER trading financial fu 
tures from. home using technical com 
puter analysis from real-time price 

























































































With or without hotel management A" Knightsbridge Service Apartments seeks enquiries from small speculator 

experience, to parti ue n eae: EMIGRATE d For gos 4123 Telex 201261 Globe G interested. in forming syndicate. Bo 
vemment-appro 100-bedroom A : . Fel: 0t- elex a502 : l 
tel mS s priest eo in TO FLORIDA ! . l me 5 NOWSPODSC UM. 

mountains overlooking San Jose, | || Earn $40,000-100,000 per annum 1c iR | 

Costa Rica, about 35 mins from air- Ee DO JS IMMIGRATION € 

port on new road being constructed. via a business purchase and quali- us PANAMANIAN CORPORATIONS 





Obtain both US residency and -excellent 
financial returns through US investments, 
ny due ofessional employ- 
ment, etc, ALL MATTERS: HANDLED BY 
LICENSED US ATTORNEY Visiting Europe 
Dec 1-11; visiting Asia Dec 12-19. 


For appointment, please contact: 


fy for residence in sunny Florida, 
Secure a future for your family, 
Minimum cash investment 
$75,000-100,000. Alternatively a 
$10,000 business investment will 
return a guaranteed 18% dividend. 


vide complete confidentiality and 
tax liability. We offer company forma 
tion services on a fast, reliable an 
competitive basis. H. |. Darlingtor 
POB 1327, Panama 9a, Panama. Te 

















Features include: 

@ 25% return tax free for 10 years, 
fully secured. 

e Full incentives as per Tourist 

Development incentives law. 





























































| @ Tox advantages. Complete re-settiement and immi- Esp Pope nii DOR USA. mee ede T " 
GRUPO INVERSION Y PROGRESO gen ROMER v Tei: 301-991-9618. 
DEL CARIBE S.A. Detailed brochures: British Ameri- 
Dept MK3 PO Box 230, can Consultants Inc, 10th Floor 5 nt 
Contre Colon 1007, Suite 1001, 1555 Palm Beach | | | Are you sing a prse ora YOUR BUSINESS SERVICE 
San Jose, Costa Rica. Lakes Blvd, West Palm Beach, | | pe or a contact office. _ OFFICE IN SWITZERLAND 
Florida 33401. USA. Tel: (305) Liechtenstein/Switzerland? — Company formations in Switzerland, Liech- 


a ero PIANC” tenslein, Panama, etc 
nstei 

ves: —Fiduciary and Trustee service. . 

Bank Accounts, Bank introductions. 

--Portfolio Management. 

— Administering all your business. 


* Controlling Marketing/Establishing Networks 
* Industrial Offshore Activities 
* Consulting/Agency Services 

“Otter Management Services on request 
ELKUCH IND-TECH CORP 


“4 9487 Bendern/Liechtenstein 
bius Har 1177. Telex 889119 ELKU FL 


FOR SALE OR LEASE 


FIVE STAR SEA-FRONT HOTEL, HOTEL VILLAGE, BAHIA, 
SALVADOR AREA, PORTO SEGURO, BAHIA, BRAZIL 


Completed in 1984, this luxury hotel, consisting of 40 bungalows accom. p 

modating approximately 160 guests, has many exclusive features, includ- " 
ing its own market garden, producing chemical-free vegetables for its own 
restaurants. 

Facilities include swimming pool, two tennis courts, horseriding, reca 
two indoor bars and one beach bar, games room, barbecue, canoeing, TV 
lounge as well as TV in all bungalows, telephone. in final stages of 
construction are a shrimp nursery, mini-golf course and Swiss technology 
anti-nuclear shelter. 

The hotel, situated Skm from the airport enjoys all-year-round sun and — 

J: trade, and has great potential for expansion. 

|. Enquiries to: WORLD GATE INVESTMENT, 19 Academy Street, 
T mvamoss T vi TIN, Scotland, Great Britain. 


689-8998. Telex 466 740.: 
















P Ut B LIGATION 
















Economist Newspspers Ltd . 
25 St James's Street, London SW1A 1HG 





International Travel and Tourism: 
A $500 Billion Megamarket 


To compete for your share of the market, 
you need to be informed with 


TRAVEL & TOURISM ANALYST 


Travet & Tourism Analyst: a unique new source of business information on the. 
international travel and tourism industry and its markets, providing essential analysis for 
all those planning investment and strategy around the world. Each month Travel & 
‘Tourism Analyst contains four researched industry reports. Regular studies include: 


b Outbound studies of the major generating markets; where they travel and why. 
v] b Analyses of hotel and airline developments in world regions. 
| b Long haul market studies. How these destinations survive the global 
^A competition. 
For example future studies include: UK outbound; Hotel branding in a mature market - 


place; South East Asian airlines; Theme parks in the USA; Long ca alge Asiato . 
Europe; Travel retailing in West Germany; Selling business travel in the USA. 


-+ The Economist Publications i imited, 40 Duke Street, ela WIAI IDW, UK 














| Readers: are recommended to take | 11 
^the appropriate professional advice | j 
- before: entering into any pan 
commitment.. 





























C} Please enter an annual subscription a2 issues) to to Travel & Tourism Analyst. 4 - 
' Prices including postage: TU (195 UK — 3/199 uy i E ieee di ; 
[1$295 North America (1/199 Rest of World x "INTERN ATION AL 
EJ Lenclose a cheque for |... to The Economist Publications Ltd. TI Please invoice me H LAKE GENEVA/ MOUNTAINS ECONOMIC AN ALYST 


rennen minm smettere armentis nete ae et airline 


I Fine selection of. apartments. and chalets | 
i available - vith authorisation for foreigners. 
i nding apartments also available w 


MSc Management, "BSc Economics; experi- 
ence in international trade and transports; 
seeks. business position with international 
























Compan DONE ene i. P | | a apart I 
| Address - f l ZEN fg ch | wem sts also i g oe organisation in-areas ot trade/finance or man- 
A a a aa ama EE T annii | |] agement. US/UK citizen; 15. years italian 
NN dan mne EE — í É to en ue, Lg DE Fenn): Bie relied ose some 
R Marketing D (EPS) ee AIL -OBE PLAN $ — | | | French). Travel and relocation accep 
i The Economist Publications l imed, 2o Duke Street, London WIAIDW, UK. BIS 4b ds Mon-Ri FU: 2 : = $ f | Reply Mr Zemaitis, PO Box 64352, 
p Registered in London No. 1775671 c at mne, Switzerland — | f cago, IL: USA. Tel: Di , 


: Te Office: 25 St, Janes s ent. London swi A me 





\FRICA LOW cost T Flight specie | DOT 
rican World Travel Services, 01-734 | conta 
181, 734 7182, 5th Floor, Radnor | 

louse, 93 Regent St, London W1. 









OVERSEAS POSITIONS 


coo oo deuda i itions available 
now. Tax COT Min attractive 











Please. contact us fora copy 
of the investors’ 1988 Finan- 
cial Statement audited by 
leading international char- 
tered accountants: 


We are exchange advisers. 
Our investors also made prof- 
its in 1982, 1983 and 1984 of 
5296, 41% > and 438% 
respectively, i 
Tox Associates Aps. 
DK 3080, Tikob, Denmark. 

Tel: 2.24 80 85. Fax: 210 10.64 


Oversena E nt Services, Dept 
EC, PO Box 4i iei re ria 







TAX SHELTER 
AVAILABLE NOW 
IN LONDON'S 
NTERPRISE ZONE 


FOR INVESTORS & 
OWNER OCCUPIERS 


Small business apartments and office 
suites from 1,400 sq ft attracting 10096 
capital allowances against income or cor- 
poration tax and no rates payable until April 


Full details from Sole Agents Ciapshaws, 
237 East India. Dock Rosa. London E14. 
Tel: 01-515 8800. Telex 8951631. 



















AGENTS 
REQUIRED 
We would like to talk 
TO YOU 
If you or your company are: 
1. Financial Consultants 





THE 
EXECUTIVE HOTEL | | | 7. /avesiment Brokers 
57 PONT STREET e are looking worldwide 
(CADOGAN SQUARE) FOR AGENTS TO 
KNIGHTSBRIDGE REPRESENT US 
LONDON SW1X OBD We have an established history of suc- 


cess in Commodity Fund Management 
and now we wish to talk seriously with 


Tel: 01-581 2424 people who would ie tobe involved 


Located in London's most 





"nu é : managerent experience 
prestigious residential area. based in M ced ar City aragemer ana backed backed 
Only a short stroll away from by two centuries of trading 





arrods, fashionable Knights- 
idge shops, and world fam- 
ous Beauchamp Place. 


All rooms with full private facili- 
lies. Colour TV. Direct dial 
phone. Hairdryers. Coffee/Tea | 
makers. Substantial buffet 


offering 
managed funds that have outperformed 
ail our competitors 
together with 
very attractive commission incentive 
earnings and excellent sales support 
. from Head Office. 
|. if you. wish to hear further on the 
terms of an agency agreernent with 












Abe ; us s please write to: 
English breakfast. Box 3463 
Singles: £38 + Vat. The Economist 


. "London SWIA ING: 





Twin/Doubies: £45 + Vat. 











Futures reading with a full capital guarantee 
(minimum investment U.S. $ 20,000). 
Write today for a FREE brochure 
and oe include id telephone number. 











to our inve ors 
















| Options. Send for 13 year Monthly Re- 
London New York Chicago | 










. £64 000 in iust 5 year: 


i Please send me details on your Investment - EC1B/ 1 E 
t 1 
: MOBIL des a E —— es T 
: AGGES oae dun tors adiclisiib a a ini 1 
i zem 4 
1 2 
oco dau as ads uo Lees + 
i [E  ——m— D 
: Telephone, TE d 
L Computer System Trading Pide p 5 9t datfon Wall London EC IN BHX ; 


| mm [| 01-205 8494 mT 















~ UK IMMIGRATION - 


i ana professional firm pro- 
vides complete service for clients 
requiring UK immigration. Free - 
_ booklet on UK immigration rules - 
and procedures available from: 


DAVID GARRICK & CO ^ 


(ccc. 39 Queen Anne Street 

TOs! London W1M 9FA 

? Tel: London 486 8142 
8954102 


Telex: 























DE BERIG SA 
i3 Avenue Krieg 
a 
















Tel:475980 — 
Telex: 421808 DEB cH 


35% AVERAGE 
PER YEAR 
1973-1986 


Advice on US Growth Stocks with High 
Profit Record Hedge with Stock index 

















US INVESTMENT 
OPPORTUNITY 
Private island in most attractive | 
Atlantic Coast Sun-Belt Resort 
area; infrastructure already com- 
‘pleted: if desired, can be used for | 


USES m ration purposes. Priced at 
. For further information, 
contact 


ct: Edward P. Gallagher, Esq. 
SHOWCASE PROPERTIES, inc. PO Box 
70302, Washin m 20088 (USA). : 
Tel: (301) 951- 


S PERE E 
Costa Rica 
offers you the ideal investment choice, plus an 


INTERNATIONAL TRAVEL DOCUMENT 


Costa Rica, under Law 4812 and its bylaws, provides the opportunity for 

investors to achieve capital growth, high yield, tax advantages, financial 

privacy, legal residency status in a highly-respected democracy where 

dle residency is not Wee and an intemationally-accepted travel 
ocument. 


A minimum investment of US$50, 000 including stable income will achieve 
ali this. Write to: 


FIDELITY MANAGEMENT INTERNATIONAL, INC. 
Dept. 450, PO Box 230, Centro Colon 1007, San Jose, Costa Rica. 
Tel: (506) 22-1659 or 23-7362. 
Telex 48094 FIMAN CR. 



























sults. Minimum portfolio $50,000. 


Write or call: Edwin Hargitt & Co, SA, 
Ave de Savoie 10, Suite 38 Ch-1003 
Lausanne, Switzerland. Tel: +41 21 
200971. Tix: had 









































A £5,000 into | 






* deducted at source 
A Limited liability 








A Ful ly audited track 
record - Minimum investment 
A Futures managed : £5,000 or sterling 

account programme equivalent 













cu 















Did you know that there are thousant i 
. men and women in this country quietly 








making money out of low priced P 
Shares? : 


of their success? 


FANTASTIC GROWTH 
RECORD 


Sixteen out of last year's top twenty per- 


forming shares were Penny Shares. Here: 


are a selection of the recent winners. 


from. to gain 
Noble & Lund itp itip BIOS 
W A Holdings 8p 45p HAIS 
Woodhouse Rixson [Sp TBp + 420%: 
Semportex itp I88p EROS. 
Ashley Industrial lap 88p T5285) 
ACCars 30p 125p 331690 
Tozer Kemsley 326p 115p + 342%, 
British Benzol lip &lp +6544 
Unigroup l4p Pp "475745 
Spencer Clark 35p 172p. 39155 


Imagine how much your capital 
would have increased if you had invested 
in any. of these Penny Share winners. But 
where do you find them? .... after all, sha- 
res do not rise in value just because they 
are low priced. 


If you had the time, and the Know- 


how you could isolate the potential win- 
ners and then complete a thorough inve- 
stigation of the company. 

Now there is an easier route to Penny 
Share success. Each month the Penny 
Share Focus team of analysts condense 
days of research into a six page no non- 


sense action guide. Its sole aim ... to pro-: 


vide investors like you with opportunities 
for big capital gains. By carefully monito- 
ring every Penny Share on the market... 
by collating masses of financial and com- 
pany data .. by making painstaking enqui- 
ries into the company’s management, 
sometimes even visiting their. offices, 
PENNY SHARE FOCUS 5 helps you to spot 


the next Penny Share winner, and Keeps : 


yon clear of the losers. 


Share Eoo on 1 the anderaraing that I am fully 
covered by your Money Back G nuarantee above. 





AA cand WHY IST THER 

Most of these people are private i inve- e. z 
. stors. Many of them started with justa few. 
hundreds pounds. Few had any previous 
stockmarket experience, Some never buy 
any other sort of share. What is the secret 





RECORD so GOOD? - 


A Penny Share i is quite simply ashare that 


.you can buy for mere pennies. The shares 


are cheap because the City has lost confi- 


—vüence in the company's ability: to make 


profits. It could be because of poor mana- 
gement, adverse trading conditions, ór 


. just plain bad luck. But the slump in the 


price of the shares means something has 
to be done... something has to change. 
-Insome cases the company may be 


‘restructured, new management installed, 


new products launched, new ideas and 
techniques introduced. Alternatively, the 
company’s shares may be so cheap that a 
rival company moves in to take them over, 
Or a successful private company might 
buy them out as a cheap way in to the 
stockmarket, Whatever happens, it's 
nearly alwavs good news for the investor 
who was brave enough. to buy when the 
company was down: i 

Remember, these companies are still 
trading and they often have quite sizeable 


assets. Apart from the very few that do‘go 


to the wall -and they're really surprisin- 
gly few the only way a share price that 
has fallen to mere pennies can go is up. 


| doin the Penny Share investors today — 
and subscribe now to claim a discount of 


£20 off your first years membership sub- 
scriptión and be fully protected with our 
unique MONEY BACK GUARANTEE. 
The .editor of PENNY SHARE 
FOCUS has for more than ten years been 
the country's leading authority on Penny 
Shares ... the man who spotted Wire and 
Plastic when it was just 27p,and then wat- 
ched it rise tọ £4.70)... put another way, if 
you had invested just $500 in Wire and 
Plastic when he told you; that investment 
would now be worth more than £8,500! 
“You can now have access to. this 
valuable information each month through 


the pages of PENNY SHARE FOCUS. In. 
just 6 tightly written pages he reviews the 


ee news, recommends he “hottest, 





“Branch Cow ed 


iption to je net 
Ful Ade ir CSS 


IPSE 


| Penny Shares of the moment, ánd keept 


investors in touch with his past recom- . - 
mendations. You only make money when 
you ‘sell, and its the aim of PENNY 
SHARE FOCUS to get you out at thetop of 


the market so you can move onto the next 


Penny Share winner. 


* 


APPLY NOW FOR 
YOUR MEMBERSHIP 
-. AND SAVE $20 


An annual subscription to PENNY 
SHARE FOCUS is normally £59.50~a 
sum easily recouped by investing in just 
one Penny Share winner. 

As a first time subscriber you qua 
lify for a $20 discount, if you complete 
and retur the order form below within the 
next seven days. 

That's right, you pay just $39.50 for 
twelve’ months issues of PENNY 
SHARE FOCUS that will put you well 
on-the road: to stockmarket riches — sin- 
ply follow our advice. 


‘UNIQUE MONEY BACK 
GUARANTEE : 


We.-are confident that you will 
make money from our recommen- 
dations. If you invest equally in arty 
five. of our recommendations over 
the next six months, and don't 
make enough money to recoup the 
cost of your membership subscrip- 
tion. at least ten times over by this 
time next year, we will refund your 
subscription in FULL in CASH by 
return. of post. 












We are currently researching several 
companies. from the ‘bargain basement’ 
of the stock market that look set for 
phenomenal growth. Ensure you don't 
miss them-complete and return your 
membership application today. 


© Penny Share Focus Ltd. 1986 


Registered in England 1846796 
Ww Blomfield Street London EC2M 7AY 


T x CRIPTION 


















e THE EC JNOMIST COMMODITY PRICE | 
INDEX First estimates of the 1986-87 

ier eir sal .596 in the world c cocoa crop suggest it will be little © 

CU but industrial production é fell 0. 3% y curing f H same 12 months. in th year changed from last year (around 1.9m - 


o August, British industry increased its output by 2.1 %. Australia’s unemployment tonnes), resulting in a surplus for the third 










































ate rose to 8.4% in September. year running. Output in Brazil will be 20% 

i i on higher, at 440,000 tonnes, and Malaysia. | 

change | m ue. * — aue "m sul PELE EE ET will also have a record crop of 150,000 - 
3mthst 1year 3mthst — !year 3 mthst — 1 year. latest € * — um ise the pena five Lier i 1 

ustala — £937 — *27() - I 2207 20 +12 219 84 4 8 owever, the ivory Coast's crop will fall by 

lelgiu + 3. SON Gee + 08 “6 -55,000 tonnes because of dry weather, 






. and Nigerian cocoa production may be 
only 80,000 tonnes, the lowest for nearly 
40 years. 







i44 (8). 














tai 13.4 (8) 124 — Y 
2.9 (8) al . international Cocoa Organisation 
3 204 (B ^ 199 daily price Cents/Ib 
t 0$ 8 73. 3511 ME TOO an 
lan o: S476) 4 13. 3 50 Ot 07 (8) 08 
_ + 2.1 07 + 14 (6) 4100 +43 8)- it (8) — i *- 
[BÀ 12 t 03(8 *06 Fe + 2.6 (6) *81 + 47 7) Á70(9) — [Do JU Y 


Value index deflated by CF, 

ANA NET IER NLA ETI UII STG SESSA rt 
‘PRICES AND WAGES American wholesale prices rose in September for the 
second month running, but they were still 0.8% lower than a year ago. The 12-month 
jrowth in Britain's wholesale prices remained at 4.496 in September for the fourth 
nonth running. Japanese wages increased by only 0.9% in the year to August, to give 
i real rise of 0.8%. In Holland, consumer prices fell by 0.6% in the year to September. 


$ change at annual rate 
wages/eamingst 
t year 
+ 6.5 (5 


1 «Bt 
Source: Git & Dulus 
1980-100 % change on 
MEE (9) Oct 7 Oct 14 one one 
b rates in manufacturing except weekly © sexum ^ Switzerland, monthly eamings; Belgium, ———....Brevisonal) month ^ year 
' Sudan and USA Seu anor ftpacer i ay tor al employees Dollar index 















nis | 754 760 -09 +60 
FOCUS: LIFE EXPECTANCY The average life expectancy at birth 439 "MB Eo ee 
Swedes and the Norwegians used to mate (1965 @ 1984 Female ©1965 @ 1984 A 69.3 70.4 -01 + 60 
live longer than all other nationalities. o 65 Years 70 Nat 776 787 +25 4+ 97 
Now the Japanese do, thanks mainly E "n Metals — — 633 ^ 642 - 15 +34 








to their rising prosperity and a healthy Japan 
low-fat diet. In 1984, life expectancy at 
birth in Japan reached 75 years for 





Alitems ^ 1224 1228 +17 +42 
Food | | 1302 1294 +02 +45 












Sweder stri 
men and 80 years for women—both ^. Ail 1125 1137 +27 +42 
seven years longer than in 1965. The Niat 1259' 1272 +52 + 7.8 
__Metais 1026 103.8 +10 + 16 


average man in the United States, France 
‘West Germany and Britain can look 
forward to only 72 years of hamburg- 
'ers and chips—up from 67-68 years in 
1965. The longevity. of the Japanese | 
Could cause certain problems in the a. 
future. In 1970, only 7% of the coun- 7° 
try’s population was aged over 65; by wes - 
2020, 22% will be- sü . Ge 






Food - 86.1 ^ 854 -34 -100 





Britain 






All 74 TI ~10 - 78 
Niat — 8. 2 840 +13 -44 
il i | 








| 
| 
| 
| Alitems 80.9 — 811 2959. x8 





| 497.50 429.50. + 36 4312 


















13.60 + 04 











"m shied ge where otherwise sta t 


| od. ^ s. nin : Average of latest 3 months 
nn a rate. n. a. I Net iino, Small figures’ in brackets jicator. 


te month o 























ss than 24% at the end of iat year. 
durin vdd ten. years, business has | 
:shifted from. Europe to other time 
| zones, especially in off-shore centres. 
There peii also been 1 tee. shifts 














m a seii for 31 % of international 
| business last year compared with 
13% in 1975. The share of American 

| banks-—the biggest group in 1975— 
plunged from 38% to 16%, pushing 
them into third place behind the Japa- 

. nese and the British. 















7 37889 - 189362 a 
8828 8940 5633 













Eee P nt 


South Africa 13720 . 13920 10193 | - 09 


~ 06 










Span — 1991 2042 1008 - 





Sweden — 25134 4 28008 — 17 6 — 17206 +40 — 
Switzerland 561.7 + 625.5 (14972 2. +68 + 






UK ^ . 14623 7714259 10943 . #+04 + 


3 -15 18 +I 
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USA .18002 . 1919.7 15023. +069 + 333 ~62 + 164. + 16 


MONEY AND INTEREST RATES British banks raised their base lending fs rates b 
| one percentage point, pushing their prime rate (base rate plus 196) to 12. 0% 
i 


. London's share of total international 
bank lending 30 





Holland's broad money supply increased by 6.796 in the year to July. 


Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago. Money market - Commercial banks Bond yields Eurocurrency 
Narrow — Broadt Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 
(M1) lending. 3 months long-term 3 months 





Australia + 84 +105 (8) 1650 1700. 1900 1680 1378 1478 1641 1453 


PRETEND CÓ —————— HÓ t ati eene pte eene Rab eere rr reme. 


Belgium.  * 60 + 72(3 490 740 975 690 7/9 965 788 na 

































wm 7 — T 9 — 9 95 | Canada 58 « 610) 838 82 975 82 956 1058 83! 1019 
by nationality of bank France + B4 + 5. eee 38 763 à 945 à 763 813 907 8.56 843 
O0 % 1*0 20 30 40 W. Germa rmany ane ny 4418 + „+ 9.0 (8 4 15 4 x 4.66 60 ; 100 TA. 1g 6.25 600 456 SZE 
T | Holland +89 + 67 (7 538 525 700 $25 615 (650 53! 642 
| British laly — 107 + 9.2 (4) 1128 1175 1313 na 1023 917 1063 ma- 
Japan à 785 + 89(8 425 476 413 — 213 479 5.76 — 5.08 5.10. 
Other EEC Span — 3173 +120 7) 1175 1140 1450 650 1151 1255 1138 na 
Sweden — na +78( 800 ^ 895 1150 $851 $939 1078 $863 na 
American Swizedand - 42 + 78(7 t9 394 75 350 4.19 474 400 461 
UK — 3209 +185 (8) 1150 1097 1200 1109 1052 1133 1119 1149 
Japanese: USA 1137 4 86 (8 581 560 750 530 7.67 9.10 5.88 7.50 
| Other key rates in London 3-mth Treasury Bills 10.4%, 7-day interbank 9.6%, clearing banks’ 7-day notice 4.4 
| Other overseas d Eurodollar rates (Libor): 3 mths 5.996, 6 mths 5.9%. 
{M26 except ‘Australia, Canada, ‘Spal, “Switzerland, L USA, | W W. Germany, M3, “Japan M2 + CDs, l UK £i £M3, 3, Definitions Of inte: 
-Consórtium s rates quoted available on request. Sources: Bank of Bilbao, Chase anhattan, Chase Econometrics, Banque de Commerc 
i . (Belgium), Nederlandse Credietbank, Credit Lyonnais, Svenska Handelsbanken, ANZ bank, Credit "Suisse F rst Boston. Thes 
Source: Bank ot England E Tates are indicative only and cannot be construed as offers by these banks. | J 


A TRADE, EXCHANGE RATES AND RESERVES - ‘Inthe year to August, official reserves increased in all the countries in the tabl 

except Italy, Canada and Australia. America's rose from $26.1 billion to $37.1 billion during the 12 months, and Japan's jumper 
- from $28.5 billion to $41.3 billion. Australia's current-account deficit has started to widen again, to $9.8 billion in the 12 months t 
| ae The dollar's trade-weighted value fell 0.6% during the week; sterling's value fell 0.7%. 




















Trade balance** current- Trade-weightedt currency units per $ currency units - foreign reservestt 
. c $bn account —— . exchange rate ; i | : $n | 
latest — . latest 12 balance $bn "es | 
month on latest 12 mths latest year ago latest | year ago per £ ee SDR per ecu year-ago 
or 25 88 $51 ..56 .— 1.43 2.2 ^ &4 





i Australia — 0.49 (8) 
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DO YOU WANT? WHAT ARE THE DETAILS ? 


E———————————————————————————————————————————————————P atargtéra en PANI PHARA APER ITANE IA natnram erras her RP rr i ei rds eH APP hanya e mr merda v PA e A Re D PAIS etta ava va t son red 
En 


@ High Rates of Interest Minimum opening balance 

€ No notice of withdrawal Minimum transaction ; 
o A cheque book to give you easy access interest is calculated daily and applied month 
€ An Offshore Account based in Jersey paying Cheques may be payable to third parties and all 


Iniaract ee transactions should normally bein sterling. Statements 

o. Gre issued quarterly (more frequently if you wish). 
First 9 cheques per quarter are free of charge. 

AND ALSO Up to date rate of interest available by 

telephoning Bank of Scotland, Jersey 0534-39322. 
Simply complete the coupon below and enclose your 

cheque. An acknowledgement of your deposit will be sent 
by return and your cheque book will follow a few days later. 


Bank of Scotland was constituted in Edinburgh by Act of Scots’ 
Parliament in 1695, Copies of the Annual Report and Accounts are 
available on request from R. C. Horne, Manager, Bank of Scotland, 
4 Don Road, St Helier, Jersey or from Bank of Scotland, Head Office, 


The Mound, Edinburgh EHT 1YZ. Bank of Scotland Proprietors’ Funds 
as at 28th February 1986 were £423.9 million. 


€ Available to applicants world-wide 
€ No need to have another account with us 


INTEREST PAID GROSS 


9 30%= 9 7196 


Applied Rate* Compound Annual Rote* (CAR) 





"Interest rotes may vary -rates quoted correct of ime of gomg fo press 
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Deposits made with offices of Bank of Scotland in Jersey are not covered by the Deposit Protection Scheme 
under the Banking Act 1979. 
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To Bank of Scotland Money Market Accounts Centre, I/We enclose my/our cheque for £ [minimum £2,500) payable 
| 4 Don Road, St Helier, Jersey. to Bank of Scotland. | 
| I/We wish to open a Money Market Cheque Account. Should the cheque nof be drawn on your own bank account, please give | 
| l am/ We are aged 20 or over. (Please complete in BLOCK CAPITALS.) details of your bankers. | 
| FUDD AME S See ee OO ROE EN dad earner ne MVE en eee MY/OUR BANKERS ARE aoo BANK | 
| PEPEE IIAN tat eee A rete ah te told este DRANC II SRO aR ei SRE EAS ak OE stub PE atte He ee | 
| AORE E R E Mit EM LE Te Vaud ce gla cesta a Eo | 
EEEE ee AAAA ee ae ene ne ACCOUNT NUMBER. | 
| Mo m" MPO Bank ol Scotland Jersey offers a full range of services. For further | 
| | information tick box C1 | 

SRT IRE S aa EOT O 
| — E en a a 5 | et iat O><O KOF $6 i | 
| For joint accounts all parties must sign the application but only one Q FRIEND FOR LI FE | 
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IBM is committed to providing the highest level of support 
to the engineering and scientific community. We're ready 
to help you reach your goals with advanced new technology 
and a rich variety of powerful applications. 

To put you ahead in performance at a modest cost, we 
offer the new RT PC family of personal workstations. 
our Powered by IBM's own 32-bit RISC-technology micropro- 






" cessor, the RT PC line represents the most advanced 
technical thinking in the industry about the amount of power a 
. ersonalised workstation can offer. 
professionals j For the first time, many of the most highly-regarded 
will þe seeing mainframe applications in the engineering and scientific 
fields can run on a full-featured stand-alone workstation. 
more from us. This remarkable off-line power can help you get more done 


with less demand on your host computers. 

The new RT PC runs an IBM-enhanced version of 
the popular UNIX* operating system, opening up a wide 
variety of standard and custom applications in the 
technical, engineering and scientific fields. In addition, an 
optional coprocessor makes the RT PC compatible with 
the IBM Personal Computer AT for an even greater range 
of outstanding productivity packages. 

To find out more about IBM’s engineering and 
scientific solutions, fill out this coupon and mail it to us. 


We'll be happy to give your technical professionals a look 


*UNIX is a trademark of Bell Laboratories Inc. IBM is a registered trademark of International Business Machines Corporation. 

















r ` in | | l K E | 
| lo learn more about f 
IBM Engi neering/Scientific Workstations. 
| clip this coupon and send it along | 
| with your business card to: | 
' [BM Engineering/Scientific Systems Please attach your business card. | 
| IBM World Trade Asia Corporation | 
> aO OPUS Dept ESI | 
x Connaught Centre 41st floor | 
Hong Kong | 
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BREAKTHROUGH: 


SPEEDING THE TRIP 
FROM THE HEN HOUSE 
TO YOUR HOUSE. 


For every product, from eggs to auto parts, faster 
business communication could mean speedier 
product delivery, less warehousing, fewer mistakes 
and greatly improved cash flow. 

That's why we devised an electronic data 
interchange network. It's so versatile that it can link 
incompatible computers and match incompatible 
documents for entire industries. Now, users relay a 
message in seconds, in any format, for any computer, 
to anyone else on the network. Once the message is 
verified and action approved, back it goes, and 
commerce begins. 

Called EDI*Systems, it's at work in the grocery 
industry, cutting costs, reducing errors and speeding 
the trip from the supplier to the skillet. It can work 
as well for other industries such as electronics, 
chemistry, petroleum and automotive. Let us tell you 
how. Write: EDI*Systems, Box 14526, St. Louis, 

MO 63178. 

We're creating breakthroughs that make a 
difference in the way things work and the way 
people live. 

We're McDonnell Douglas. 


Write: EDI*Systems, 
Mayland House 
Mayland Avenue 
Hemel Hempstead 
Hertfordshire 

HP2 4RL England 


MCDONNELL DOUGLAS 


INFORMATION SYSTEMS HEALTH CARE SPACE & MISSILES MILITARY & COMMERCIAL AIRCRAFT HELICOPTERS FINANCING 


© 1986 McDonnell Douglas Corporation 





CAPITALISM BY COMPUTER 
AFTER MACHEL'S CRASH 


Economist — THE 100TH CONGRESS - 
BOOK PRIZES 


Now |, =, 


Im richer 
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i m, 
. < Whos putting the fizz 
Into laiwans soft drinks market? 


Marketing know-how and product quality. Just two 
factors which have contributed to the Hey Song 
Corporation's dynamic growth and made their products 
brand leaders in nearly every sector of Taiwan's highly 
competitive soft drinks market. 

Ten years ago Hey Song needed a bank that could 
help them grow. Like many other major corporations 


around the world, they chose Chase 

They knew that wherever in the world they mig 
require commercial or investment banking services, 
only one bank had the financial strength, size and 
global network, combined with the ability to deliver 
best financial solutions quickly, without bureaucracy 
and with perfect co-ordination. 





" 
+ 


Today. Chase is helping Hey Song identify new 
market opportunities. We finance their plants. 
We arrange Letters of Credit for imports, and we even 
advise them on sourcing for the most cost-effective 
packaging. 

Chase's global banking capability. Integrating 
financial strength, size, international network and 


í NA , h 
industry knowledge with the broadest range of 
commercial and investment banking products, it's what 
sets us apart from other financial institutions in the 
world. 

No matter how complex your financial needs may 
be, one thing is simple. 

Which bank to choose. 


T. 


CM26/B6 (1 





Fokker 100. Sized right to generate growth. 


No other airliner offers the high yield, fleet with larger jets—it mixes well, profit 
nigh frequency capability of the Fokker 100. ably flying off-peak, low-density flights anii 
ts 100-seat Capacity, combined with excep- feeding long hauls. The Fokker 100 answer 
-lonally low DOC, results in a surprisingly the demand to provide higher frequencies 
ow break-even load factor bigger jets can't at lower cost. 


natch. Hub-and-spoke or nonstop city pairs 
-an be flown at greater frequencies with- 
out sacrificing yields. 


This high-tech airliner is an innovative 
marketing tool to outmaneuver competi- 
“ors. It delivers favorable passenger-mile Fokker f N 


revenue on short up-and-down systems as A ONEA | 
«Vell as medium-range routes. And— in a Fokker Aircraft U.S.A., Alexandria, Virginia ag 
Fokker, Melbourne, Australia 


Swissair. KLM. USAir. ILFC. 
Ibe right Choice of aircraft keensa Lading camnany a leaner 


Give your airline unfair advantages. 
The Fokker 100. 











| | page 10 106, 


E Advantage. America? 
-4 Diplomatic. volleys between 
Nasen and Moscow, 


page 31. 








: Entrepreneurs 
Britain has more of them than it 
used to, page 51. 




















| Richer than you 

Why Japan’s average incomes 
mre now higher than America s, 
and what the world will be like 
as it grows unevenly into the 
next century, page 15. 


Stop Assad 

Syria's sponsorship of terrorism 
has to be halted, page 17. 
Another Qaddafi twist, 














Tigers shocked 









page 29. Off human flesh, page 94. Was 
ban nera - | your ancestor a cannibal?, 

Schools Brief page 93. | 

On why cars cost too much,  MSESESMSURSD NTT 

pages 76-77. London's 30 years on 


transport, page 50. Buses 


have à better chance of | 
working towards freedom than 
the Hungarians had. in 1956, 
page 16. Awkward questions 
about Janos Kadar, page 46. 
Hungary's artistic 
temperament, page 108. 











Foreign investment 


What's happening in Asia, 
pages 70-73. 






| Congress beckons 
- Election races in California, the 
| Rocky Mountain west and 

| Vermont, pages 32-36. 


. And Machel fell 
|. South Africa's northern 
| marches slide further into 
aos, page 18. Two roads — 
pen t o Botha, both good for 
im, age 26. Battered Beira. 








israel-plus-Jordan 




















M Fane and America, 






..-.43 Europe: Gonzalez tries.to be a good ally, and suffers; 





Quiet co-operation, page 28. 



























18 Mozam ique: “The | power in the land 

20 Not in front of the British people 

25 International: A Washington deal that spells. trouble be 
-yond the Rio. Grande; South Africa; Beira; West Bank; Indi 
and America; Afghanistan; Libya/Chad; Philippines 4 

31 American Survey: Everyone for tennis; Idaho; California; 

Colorado; Vermont; North Dakota; George Mason Universi- 

ty; South Africa; PanAm shuttle | 


Barcelona's Olympics; French defence; Belgium; Yugosia- 
vià; Hungary remembers 1956; Arms control; Greece; 
West Germany; Italy; EEC and Japan Es 
49 Britain: Bashing the sac; Sex education; Liberal defence. 
policy; London's transport; Entrepreneurs; Free speech; : 
Wendy Savage; Economy; legitimacy; Cinemas : 


Business, finance and science 


65 Business this week 
67 World Business: West German economy: The worm inthe 
bud; American oil imports; OPEC; European buses; Foreign. 
investment in China; ASEAN and India; Japanese foreign. 
investment; Bond Corporation; Christie's; Japanese air 
fares; Video-conferencing — 

.76 Schools Brief: For sale; One rotten runner i 
79 Investment technology: Is your stockbroker user- 
friendly? n 

87 Finance: After Big Bang, watch out for Guy Fawkes day; : 
London Stock Exchange; London work permits; Hong- . 
kong; Tokyo shares; Japanese brokers; Frankfurt; Brazil; - 
Continental Illinois; London Commodity Exchange ; 

93 Science and technology: Was long pig ever on the menu?; 
Man-eating tigers; Computer tapping; Helicopter blades .. 

115 Economic and financial indicators: Output, prices, jobs, 
commodities, bourses, trade, money supply; plus à closer 
look at industrial output and third-world debt ; 
Books, arts and letters 


101 Books and arts: Literary awards: Everyone has won and- 
all must have prizes; Goncourt prize; Wole Soyinka; 
American prizes; Big is beautiful; Big Bang books; Harold : 
Wilson; Frank Sinatra; Art in Hungary 5 
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The Economist Newspaper Ltd, pon Port Road, 
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he e problems which whee arise 
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traditional City way of doing 
things. Consider. two incidents 
which I experienced recently 
while considering draft proposals 
for the rules of two different 
operating arms of the Securities 
. and Investments Board. 

In one case, an additional rule 
was proposed for inclusion in a 
corpus already over-long and 
_ barely comprehensible. The pre- 
- cise. meaning of the English was 
obscure even to me, a reasonably 
fluent native speaker. However, 
in this particular case, what I 
-think was meant after appropri- 
ate translation was as follows: 


Although in principle all the rules 
Of the XYZ regulatory body «are 
-equally binding on its members, it is 
possible that we have made a mon- 
umental mess of the drafting and 
that às a result some of the rules 
may be in contradiction of each 
other. If that proves to be the case, 
then some rules will be deemed to 
be more equal than others. The 


ferred the i inquirer to a certain 
ippropriate work of Aristo- 





In the second case, the pro- 
sed rules are still only i in draft 






hat any worthwhile cranes will 
e made vlore hed become de- 









— fruits of their 


er to » discipli na psc (b) 
they may also be subject to such 
action if they abide by the rules; 
(c) the possibility of action under 







clause (b) arises from the fact 


that there are also a number of 
non-rules which cannot be de- 
fined precisely, because we do 


not know exactly what they are; 
ES member 


(d) nevertheless; 
breaking a non-rule will find him- 
self just as much in hot water as if 
he had broken an actual rule; (e) 
this proposal is justified because 


| everybody who is fit to be a 


member of ABC knows what the 
non-rules are, even though we 
are unable to define them until 
after they have been broken. 

Not surprisingly, some of my 
colleagues who are not native 


| English speakers find it difficult 
~ to follow the language of these 


proposals, never mind the logic. 
It is quite clear that before too 


„long one of the major foreign 


participants in the brave new 
London market is likely to find 
itself facing a charge of being in 
breach of one of these non-rules. 

You are right to point out that 
it is not good enough. It should 
be an elementary principle of all 
sound legal and quasi-legal struc- 
tures that all the basic rules under 
which the game is to be played 
are set down in black and white in 
such a way that everybody can 
learn precisely what is and what is 
not permitted. 

Even then, uncertainties may 
exist because of imperfect draft- 
ing, but in such cases a second 
general principle should be ap- 
plied, namely that the resolution 
of ambiguity should be entrusted 
to an independent forum, not to 
those who were responsible for 
the imperfect drafting in the first 
place. 


Cambridge 





Immigration | 
SIR—Your point about benefits 
to mature economies of open 
immigration — policies 


well taken, but the question 
should not be considered sepa- 
rately from that of free trade. Ii It is 










world which made i emi 
best option for many of‘ OSI 
adventurous people from poor 
countries” who v il the 














P. F. BURROWS - 











"miracle " were worked with im- 
nt labour because of inter- 
nal shortages. What evidence is 
there to suggest that. immigration 
will provide an economic boost to 
economies suffering from high 
unemployment? 

Itis likely that any immigrants 
will be of the relatively unskilled 
type. Europe has an abundance 
of.such labour. The theory of 


large-scale immigration would be. 
feasible only if unemployment 


were to fall- sharply within the 
next decade. It is unlikely to be 
so obliging. 
Selby, |. 


Yorkshire W. S. JACQUES 





Drug ethics 

SIR— Your. report (September 
27th) that only one AIDS victim 
died in a treatment group receiv- 
ing the drug AZT, while 16 died in 
a control group receiving place- 
bo, might aptly be entitled “FDA 
kills 15". 

Withholding life-saving medi- 
cation from terminally ill patients 
in. the name of good medical- 
research practices is unethical, 
scandalous and wrong. If this 
were not bad enough, AZT is then 
restricted by the Food and Drug 
Administration to a specified few 
who meet strict, arbitrary re- 
quirements on the fetching the- 
ory that not enough is known 
about the drug. These kinds of 
restrictions are.entirely appropri- 


ate in-cases where alternative 


treatments exist. However, in 


terminal cases, doctors and their 
patients should make these kinds 
of decisions, not the FDA, 


San Juan Capistrano, 
California __ 


MARTIN A. VOET. 


("Don' t : : rn. on d^ SN 
consider Japan”, October 4th) is 





ecially c nsumer ones, are just 
not of the. quality that Americans 


demand should have been bla- 
zoned o your cover ae 
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SIR—Th Germari and American 


[o B he years America indus 
has bes ipetitive 
je. An increasing number of 
goods—from agricultural com- 
modities and. manufactures to 
consumer - electronics: appli- 
ances—can no longer compete. 
Driving the dollar down in value 
and lowering the interest rates of 
America's trading partners will 
not by themselves redress the 
country's ever-expanding trade 
deficit. | 

The visible signals of Ameri- 
ca's declining economic perfor- 
mance are easy to identify: the 
massive: annual budget deficits 
expected to reach a record $2! 
billion or more in 1986; the grow-" 
ing and unsustainable trade defi- 
cits, estimated to increase from 
$150 billion in 1985 to about $172 
billion in 1986; the country is also 
becoming the world s largest 
debtor. 

America's share of world trade 
dropped from roughly 2176 in 
1960 to about 14?5 in 1985. Be- 
tween 1980 and 1985 exports fell 
by 3%, while imports rose by 
more than 40%. Trade in manu- 
factured goods fell from a surplus 
of $11 billion in 1981 to a deficit 
of $32 billion in 1985, 

What has all but been ignored 
in the trade debate, however, are 
the invisible symptoms—corpo- 
rate inadequacies coupled with 
declining workmanship. Compa- 
nies are ming i in.a world of 









Shabby workmanship? 


global competition involving de- 
sign, quality, durability, consum- 
er taste, service and. price. Amer- 
ica's relative. nd. absolute 
economic power is di lining i in no 
small measure because its prod- 
ucts are. inferior "The once proud 
U ; tabiel now a 






































“MASDAR (UK) LTD REQUIRES: 


; Weli qualified and experienced economists for long term 


positions with project management teams for the following 
range of duties; a 
1) Monitoring and Evaluation. um 
2) Project Planning and updating Management Informa- 
tion Systems. | 
,3) General Development Planning at Macro Economy level. 
EU 4) Financial Analysis 

"These are demanding positions often in harsh and remote 
locations where the main reward is job satisfaction for an 
important task well done plus a good salary from à 


company that has an excellent reputation for supporting 


the staff it sends overseas. | QUU 

- Applications from persons willing to accept the above 
conditions and having at least 8 years of relevant experi- 

ence in the developing world should write enclosing their 

. cv and details of availability and family status to: 

The Recruitment Manager, Masdar (UK) Ltd, 141 Nine 

Mile Ride, Finchampstead, Wokingham, Berkshire, 

UK. Tel: 0734 730750. | E 


Previous experience of the Japanese language or economy is not essential though a willingness 
to learn the language would be an advantage. Ideally, candidates should have a good class 


.. economics degree and an M.Sc. Preference will be given to those with a firm grounding in both 
] orinciples who have the ability to produce high quality 


. micro- and macro-economic princ 


x The post offers the right candidate a challenging and stimulating environment in which financial 
an <- reward and career prospects are excellent — | | | 


David Clark, Assistant Director - Personnel, Kleinwort Grieveson & Co, 
20 Fenchurch Street, London EC3P 3DB. | 


We require a young Economist to complement our established economics team. 
The successful candidate will be employed primarily to analyse the Japanese economy 
with secondary responsibilities for briefing our Japanese clients on developments in the 
UK economy. The post will be based in our Tokyo office after an initial training 

| period in London. 


work at speed. 


“Please apply in writing, supplying a full curriculum vitae, to: 


IMPERIAL COLLEGE OF 
B SCIENCE & TECHNOLOGY 






University of London 


School Of Management 







` Director required for the new School of Management to be 


formed by the amalgamation of the Departments of Manage- Y | 
ment Science and Social and Economic Studies. Ux 
The main focus of the School will be upon problems of : 


industrial performance and management, particularly: on 
processes of technological innovation and change. 


The academic interests of the Director should be within the = | 


range of activities of the new School and could be, for 
example, in Economics, Finance. Strategic Management, etc. - 
She/he should possess proven qualities of leadership and... 
innovation, and ability to exploit the academic potential of the 
new School, REN Mer 


Candidates should be available to take up the appointment no | 
later than September 1987. Initial appointment will be for five 
years (renewable. | | 


Salary - at professorial level, but not less than £22,000 pa. 


» Further particulars from. and applications to the College 


Secretary, Imperial College, London SW7 2AZ. Tel: 01-589 5111 
ext, 3005. Closing date 19 November 1986. 


























































-in ever larger numbers to forsee 
- goods. 

- Palojärvi, 
Finland. 





‘India’ S castes 


.StR—Several mistakes need cor- 
;recting in your article on India's 
= castes (“Old fissures in a new 
< landscape", September 6th). Su- 
<- dras belong to the touchable, not 
*. the untouchable castes. Jainism is 
* nota sect of Hinduism, but rather 
. & separate religion. The claim 
that "outside Hinduism, the un- 
touchable becomes touchable” 
fails to appreciate the nature of 
< the caste. It often survives the 
conversion to — Christianity— 
`< though not Islam—so that many 
Brahmins would not accept 
. cooked food from a Christian 
who by his speech, manners and 
^ ancestry is known to be an un- 
- touchable. The reciprocal na- 
= tures of some caste duties, which 
has implications for the use of 
> caste in organising economic ac- 
> tivity, are not discussed. 


— Devon, 

<< Pennsylvania S. B. STEEVER 
"SOf course Sudras are not untouch- 
: able. Somebody touched the story 
after it left the writer's hand —Ed. 





Commissions 

-StR—Mr David M. M. Hall (Let- 
"ters, October 4th) complains of 
‘the excessive commissions 
"charged on encashing American 
Express $50 travellers cheques in 
Britain. Clearly he was badly ad- 












is children taken Thomas Cook 
ravellers cheques in sterling, 
they could have encashed these at 
branches of Thomas Cook or 
"Midland Bank for full value and 
-paid no commission at all. 





























Peterborough, Tan THOMPSON 
lorthants — Thomas Cook 
Making history 


SIR—The suggestion that history 
is comforting (October 4th) and 
that historians should not be 
damned for retelling “old tales i in 
the mood of their times" is a 







American consumers are turning - comforting, . good ne iS chu 


| ‘ised by his bank in Jakarta. Had - 






lenging. It is the role of historians 
“retell old tales” in a way 


. which questions the mood of the 
Wiem Boicner 


time, as long as this fits the 
framework of facts. 


Stafford 


SIR—Perhaps, to. paraphrase 
your leader, people are gripped 
by The Economist on history be- 
cause it writes compellingly, not 
because it is particularly 
accurate. 


Venice, Italy 





GIANNI TONIOLO 


South Africa 


SIR—Your almost impetuous 
denigration of South Africa at 
every given instance is, to say the 
least, depressing. Especially 
when on the one hand you refer 
(September 20th) to how it top- 
pled the Lesotho government re- 
cently “fór daring to consort with 
communist states" and yet you 
attempt to justify American poli- 
cy towards Nicaragua as a means 
of putting “a stop to the advance 
of communism in.Central Ameri- 
ca". Very strange, but certainly 
hypocritical. 

Much of your criticism of the 
South African government is well 
founded, but it would seem that 
you are now reaching the point of 
waging a vendetta against this 
country. Although much needs to 
be done to rectify many of the 
injustices allegedly perpetrated 
by the present regime, do you 
honestly believe that any alterna- 
tive is better than the incumbent 
government? | 

Too many (well-meaning ?) lib- 


erals like yourself appear to be- - 


lieve that a straight de facto 
handover of power to the African 
National Congress is the honour- 
able solution to this country’s 
problems. It is time that influen- 
tial people of your. undoubted 


repute should. begin to assess the 
ANC critically. rather than rely 
promises and i 


simply on hopes, 
too much wishful t dh 





dangerous philosophy. It allowed . busines 


É Ee E: at a ap of not. only 


- CHARLOTTE CANE 


real social and political liberat 


[but also dignity. Which: would. 


have rather a hollow ring, if they 
are. t inherit an economic 
wasteland. | 

Remember that it was’ your 
Lord Bryce who once said that 
"Man is in each country not what 
we wish him. to be, but what 
nature and history have made 





him: So- patience and sympa- | 


thetic coercion are really what is 
needed to deal with the current 
situation in South Africa, if it is 
to have any hope of remotely 
attaining the levels of freedom 
and justice enjoyed in North 
America and Western Europe 
but, I should point out, not any- 
where else in Africa. 





Germiston, 
South Africa. P. A. ARMSTRONG 
Nimrod fiasco 


SIR—The Nimrod mess seems to 
resemble. past aircraft fiascos 
(September 6th). Nine years af- 
ter the start of the project the 
public was made aware of the 
failure of GEC to deliver what it 
was contractually required to do. 
Why did it take eight or nine 


-years to find this out? What sort 
Of project management did the 


Ministry of Defence and GEC 
practise? GEC should not get any 
further... benefit — from 
incompetence. E 

In the United States, the Gen- 


eral Accounting Office would 


have reported on the problem 
and the report would have been 


made public. The resultant blood- |. 


letting and critical analysis might 
have helped to prevent this sort 
of thing happening again. In Brit- 
ain, no such mechanism exists, 
the questions are not really being 
asked and I doubt the lessons are 
being learned. 

Tortola, © 

British Virgin 


Islands — — MICHAEL G. CRUX 





Sin Vout article on British re- 


tailing. (September 20th) gave the 


impression cea iain use de- 
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For xample, new mei 


.chandise ; and store improvement! 
maintain the fundamental. BH 


strengths of good value (fiot ne 













dictable quality, while addin 
style and flair to meet the chan; 
ing needs of consumers who hav 





become increasingly fashior 
conscious. Bo 

oes i D. P. Cassin 
Shopping hours 


SIR— You say (“Up with the shu 
ters", October 11th) that Sunda 
opening is confined in France 
food shops. Although "d 
right to say that the country i$ 
wide-open. mall, I could direc 
you easily to at least one big an 
extremely popular centre com 
mercial near where I live whic 
thrives on its Sunday shopper 
and whose 20 or so stores se 
everything. from garden chai 
and. DIY to razors, leatherwee 
and curtains. But no food. 

In fact, France's Sunday trac 
ing laws quite cleverly strike 
balance so that the high-stree 
shopkeepers can continue to d 
their traditional brisk busines 
without competition—on Sur 
days anyway—from the big s 
permarkets, whose shutters re 
main firmly closed. 


Monfort l'Amaury, 
France M. T. L. MLLWAR 
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| Air Transport in 
a Competitive 
European Market 


by Stephen Wheatcroft and Geoffrey Lipman 


"This major report is a comprehensive analysis 
- of European air transport prospects into the 
19905. it looks in detail at the carriers, their 
markets and the issues of automation, 
privatisation and airline economics affecting 
their operations. It analyses the impact of 
deregulation in the USA, the force for change 
sweeping Europe, the key issues of pricing, 

| pooling, capacity determination and market 
entry. it also proposes a strategy for 
liberalisation by 1992 and forecasts the likely 
future shape of the airlines and their markets 
in Furope into the 1990s. 


Price including postage: UK and Europe £95; 
North America USS175; Rest of world £98. 


The Economist Publications Lid 

Marketing Department ( (EPO) 

40 Duke Street ——— 

| London WIA 10W, uk 
Tel: 01-483: 1. 























10 Rocketetier Plaza, — 
` New York, NY 10020, USA 
Tek: (212) 541 m 


E ' The BBA is seeking to strengthen its secretariat, which i is located i in the City 
andi is shared with the Committee of London ind tis 


BBA represents almost all recognised banks, £ jr tish | 
“while the CLSB works on behalf of the- major: clearing. 
': Sécretariat's primary task is to give effect to the role. of the two bodies in 
^: representing their members’ views on a wide range of issues to govern- 


E ment, to other official bodies and to the world at targe. 


Candidates should preferably have a degree, together with experience 
relevant to one or more of the following areas: 

^ taxation and accounting: 

financial markets; 

- domestic and European legislation affecting banks; 

' the economics of financial systems; 

| — bank regulation and supervision, 


Work will involve preparing position papers, reports and policy statements 
for BBA and CLSB committees, attending to their administration. and 
_ implementing their decisions. For some posts it will also involve undertak- 
Ang background research and writing booklets and articles for publication. 
. The prime requirement is the ability to contribute over a broad range of 


| issues in a rapidly changing environment. Contact is required with a wide 


-orange of individuals in banks and other private and governmental institu- 
tions, both in the UK and overseas; and prerequisites are a high standard of 
written and oral communication, tact and. an abi lity. to work wa under 
pressure. 


A competitive salary will be paid, together with the: noriai tange ot benefits 
provided by banks. The likely age range is 25-35. . x 


Please reply enclosing CV to: 


- Deputy Secretary (Administration) British Bankers! ‘Association, 19. 
_ Lombard “raet, London FON! 9EL. 


ankers, by: the. 


a Sill rice production in the. region. ; 
Headquarters of WARDA are situated in Monrovia, Liberia. The- 
working languages of the association are English and French. 


The Executive Secretary of WARDA retires in 1987, and a. 
successor is sought. The: candidate has to be a national from one. 


of the countries of the association: Benin, Burkina Faso, Gambia, 
Ghana, Guinea, Guinea-Bissau, Ivory Coast, Liberia, Mali, Mau- ~ 


retania, Niger, Nigeria, Senegal, Sierra Leone and Togo. 


The candidate would be expected to have excellent academic — : 
qualifications relevant to the work of WARDA. Moreover to have ` 
the following qualifications: 


-— experience in organisation, administration and manage- 


ment in aget research, preferably related to the | 


production of rice; 
— knowledge of agral economic and social conditions in 
the countries belonging to WARDA; 


— ability to. deal with. governments, research organisations D 
and donor agencies active in West Africa. S 


Those interested in being considered for the post of Executive. 
Secretary of WARDA- should apply enclosing an up-to-date - 
curriculum vitae by not later than 31 December 1986 to: | 


Dr F. R. Moormann, Chairman, WARDA Search Committee, E : 
Overkwartierstraat 8, 6585 XV MOOK, The Netherlands. 


Management Centre Europe (MCE) i is Europe’s 
largest and most experienced management develop- 
ment organisation. It offers a wide range of manage- 
‘ment programmes designedto meetthe development, 

training and information needs of client managers. 


We are now looking for a top performing Programme = 
Director who will have the task.of managing and 
developing programmes in the area of information 
: = Technology, Mena and guum 
Technology. 


Angl in an expansive and fe ts be environ- 





At 11:40 p.m. on April 14th 1912, the RMS Titanic struck an iceberg some 400 miles off 
the coast of Newfoundland. In less than three hours, the ‘unsinkable’ luxury liner had sunk to the 
sea bottom in one of the worst maritime disasters of the century. Finding her became a commit 
ment by oceanologists and technologists alike. 

Several tried. All failed. For the problems, like the tragedy, were on a grand scale. 

The North Atlantic is not known for its hospitality. And the freezing waters are nearly 2.5 miles 
deep. To add to these difficulties, not only was Titanic’s last radio position known to be 
inaccurate, but fierce currents had also swept her away in a south-easterly direction. 

Last year, however, after the French ship /e Suroit had covered 80% of the target zone, 
the French-American expedition team em Parked on the high-technology research ship Knorr. 

This high-technology included a pair of MAGNAVOX’ satellite navigation receivers-one 
providing highly accurate position information by tracking satellites of the new global posi- 
tioning system, the other providing periodic position updates from transit satellites. With these 
two receivers onboard, the Knorrwas equipped with the most precise and sophisticated marine 
navigation system available. 

The MAGNAVOX receivers were used to criss-cross the remaining 20% of the search 
area, working toa position accuracy ofjust 35 meters. Even in heavy seas. Then, starting from the 
mostlikely spot, the underwater search vehicle Argowas lowered to begin ck S€-up investigation. 

At 1:05 a.m. on September Ist, 1985, her video cameras recorded the eerie outline 
of one of Titanic's mighty boilers. The seventy-three year search was over. 

Little wonder that our satellite navigators are used aboard thousands of offshore plat- 
forms, rigs and ships - including Queen Elizabeth II - and that our global positioning system 
receivers are leading the way in precise navigation, on land, at sea and in the air. 

Because no matter where you look, you won t find anything better. 
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ng where to look. Philips. 


From the depths of the ocean to the depths of space. One of the most demanding 
endeavours is the scientific exploration ofthe sun -a research programme conducted by NASA in 
collaboration with the European Space Agency, ESA. 

Key to this research is SPACELAB 2; fifteen tons ofadvanced space technology launched 
in August 1985. The problem was how to ensure that, once in orbit, SPACELAB 2’s platform, with 
the powerful telescope, could be manoeuvred under remote control without any sensitivity 
to the shuttle motions. 

Thesolution was provided by threeSODERN"' SED 04 star trackers integrated by Dornier 
in the Instrument Pointing System responsible for positioning the platform. Each of these 
electronicsensors operates to an accuracy of 0.75 seconds ofarc- which is rou ghly equivalenttoa 
golf ball seen from 10,000 meters. Distance, however, is no problem, for the platform responds 
perfectly to every command from mission control some 300 km below. Which is hardly surpris 
ing, for similar SED trackers have been operating on EXOSAT for over 3 years. 

In fact, SODERN , as world leader in attitude measurement and star tracking, has been 
involved in major European and U.S. space programmes, providing over 90 opto-electronic 
systems with more than 200 years of operation without a single failure 

A convincing record of technology at the highest possible level. 

Philips. The sure sign of expertise worldwide. 
" MAGNAVOX - a high-tech North American Philips research company. Tbe operations of Magnavox Government and Industrial Electronics « oompany 


(MAGIEC) and its subsidiaries are conducted on a substantially autonomous basis. The stock i if MAGIEC bas been placed in a voting trust to facilitate 
MAGIEC's industrial security clearance with tbe USI epartment of Defence 





"SODERN - a high-tech French Philips research company specializing in e.g. attitude sens ws for satellites and spacecraft; positioning and alignment of 


inertial platforms; rendezvous and docking; remote sensing of Earth resources, et 


Philips Corporate Marketing Communications, Eindhoven, the Netherlands 

























It takes tremendous force to lift and. 
-land a jumbo jet or to move an aircraft carrier 
-into dock. And it takes precise control to do it 
— safely. The products needed to achieve this 
. control may require advancing the state of the 
art, while others are less ied | 
| That same interdependent 
- relationship between power ! 
- and control exists wherever 
modern technology exists.. 
on military bases, in hospitals, 3 
manufacturing plants | 
and more. - 
ae 66 Parker products are at the heart 7 nseaidii P 7 7 


of vital technologies, performing d 
essential tasks throughout 


| cua 99 





Paul Schloemer. ; Li m: 
President and li | p 
Chief Executive Officer. (i. Bx 


Parker provides the vital technologies 
that harness and take command of force and 
motion. The most vital technology in the 
world involves controlling force and motion and 


it is involved in everything from your personal 
health to your country's security. 


Innovation in motion æ- 

Virtually everywhere you look, — || 
Parker's innovative parts, components, 
and systems are getting things moving 
and getting things done — by 4 
providing control of force 
and motion. 


Meeting AE 
today's needs 
Parker Hannifin is a m 
broadly based, $1.7- billion. p VA 
dollar organization I BE 














which -— i ias | 


"Parker's advariced Twa technology - : 
will enable automation squipmeit |j 
to take c on more E tasks. : 









-diverse markets with a vast array of products 



















- Department routinely turn to Parker when ™ 





to control pressure, force, and motion. Parker 


_ has the size and scope to satisfy the 
-quality and volume requirements of major 
. customers worldwide. 


^ Ws no wonder then, that industry 
around the world and the U.S. Defense 





specifications call for vital technology. 
The company has played an important role in . 
everything from cars to space vehicles. 

But Parker has an even more immediate 


| impact on your life. Whenever you travel in 


a commercial aircraft, for instance — Parker 


products are aboard every plane now flying in 


the free world. Parker products also ride in 


passenger, agricultural, and military vehicles.. 
they tàke to the water in ships and submarines.. 


they work on production lines in factories 
around the world., .and they're an integral part 
of many advanced diagnostic and treatment 


-devices used in health care today. 


Planning for 





Pimorrow's needs 


Vital technology is many things — 
it evolves and changes as new applica- 
tions emerge. Remaining responsive to 
new applications in the marketplace 
is one of Parker's top priorities. 
E> Supporting that priority. 
—Óá —(d -ate the company’s R&D 
e activities. Electro-hydraulics 
fiber optics, load- sensing | 
‘hydraulic Systems, micro- - 
electronics, and biomedical 
cam instrumentation; all these are areas 
2 y UTI -— —— Of intense. research. 

: latParker—and, — 








Technology transfer helps speed Parker So 
progress, too, as the technological - 
eae how acquired in aero- f 
rit Space projects 
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is s applied to cue 
industrial and biomedical markets. 
Growing better 
every e 


Parker is 
number 








in 133 of its 
product lines. The 
company's 
acquisition. 
strategy ! Ae 
focuses on 
continuing that 
leadership. 
The goal: 
to gain entry 
to new and 
related markets, 
round out product lines, andi to further 
e... existing markets. | 
Compumotor is a good example of this 
strategy at work. This recently acquired — | 
company specializes in the production of micro- | 
| 


EAE 
tbe 
> ^ 







processor-based controls for motion-control 
applications. Compumotor’s unique microstep 
technology enables certain kinds of motors 
to.make as many as 50,000 individual stops in 
one revolution (this, in turn, enables simple 
automated equipment to take on exacting tasks). 
: Other examples? Schrader Bellows, an 


international maker of pneumatically controlled 
devices. used throughout industry. . 








of precision- -welded be lows and p 1 ips for. | 
aerospace and other Tig ied “applications. ' 


„but always indisi e nsable. 


| Racor and Finite Filter significantly improve 
Parker's position in the fast growing fluid 
filter business. 


are psum 


so today's customers will be customers 


i 
. Metal Bellows, producer of a top- quality line. s 
| 
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: of the kinds of 
organizations Parker seeks out: 
they have a history of 
. technological competency, 
M, cost-effective 

T production, 
outstanding 


i " 
p d i 
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Parker's. 7 
highly reliable, 










ballistically tolerant ' 
yi woo ap Manage- 
y attack helicopter. “ment, and 
| m | healthy 
” market position. 
E © -AS you 
P Call See, 
AD Parker 


a d 

RA believes in 

^e AT growing not just 
^. larger, but better — 


tomorrow, too. 

For more information, write 
Parker ae Nice | 
17325 
Euclid 
Avenue, 


Ohio 
44112 - 
1290. 


esc 







A result of vital: 
technology...the smallest, 
lightest ambulatory infusion. 
pump ever created. rut 


Our star comprises four arrow- co Now were leading the way with 
heads, each of which contain, in Arab ^ forward rate agreements, interest rate 


calligraphy, two words: Commercial swa Ds, currency options and interest u 
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Richer thar 


- The average income of the 121m Japanese is now higher 
than that of the 242m Americans: $17,000 a year, 
. compared with $16,000. As recently as 1965, Japan's 
'erage was only a quarter of America's. Some of the 
"Wear-to-year changes are caused by currency shifts, of 
course: the yen's recent surge against the dollar has 
pushed up the dollar value of Japanese GNP by 30% 
even though its yen value has barely risen. But most 
estimates of what exchange rates “should be", if they 
fairly reflected differences in productivity and costs, 
suggest that today's actual yen-dollar rate is not far 
from that hypothetical norm. So the conclusion stands, 
that the Japanese are richer than the Americans. 
Now look at Europe, where myth has it that all 
economies are stagnating together. Reality is different. 

‘This is the year when Italy’s GNP per person has drawn 

level with Britain's, at $8,800 a year. Those are the 

recorded figures, so they exclude a black economy that 
is far bigger in Italy (perhaps 25-30% of GNP) than in 

Britain (about 5%). Britons once thought of Italy’s 

economic life as a mixture of bent-backed peasants, 

Naples slums and rowdy industrial workers in Turin 
striking against the boredom of Fiat's assembly lines. 
aaEconomic growth has overturned the caricature; it is 
WiPritain that is now Europe's pauper... <. 

Such changes are healthy. Now that statisticians can 
draw up GNP league tables, competition between coun- 
tries can focus more on. economic prosperity, less on 
military might. Perhaps that explains why the two 
countries which have fallen furthest in this century's 
economic league—Argentina and Britain—in 1982 
found themselves fighting an old-fashioned war over 
territory. In the 1920s, Argentina’s GNP per person was 
the seventh highest in the world; today it is not even in 
the top 50 countries. Britain was second then; now it 
only scrapes into the top 20. . d 












Trauma is the spur? "oes 
Within each country, GNP is an imperfect measure; but 
. itslevel and growth rate are not bad guides to a nation's 
self-esteem, and that in turn is a good pointer to its 

political stability. Understand es s 











oranges bloom in the desert and high-tech laboratorie 


that they are shocked into action. The bombed-out 
factories of Germany and Japan in 1945 meant the 
destruction of plant that needed to be replaced in the 
next two decades anyway. More important was the | 
translation of millions of people out of uniform into 
boiler suits, with a new national purpose: more-more 
rather than war-war. The same motive worked in South 
Korea after its peninsular war, and in France after 1958 | 
when de Gaulle led a proud nation willingly away from - 
Maginot, Dien Bien Phu and Algiers into the gloire of 
15 years' growth at 676 instead. a 
Trauma can also work at the level of the individual, 
and particularly of the immigrant. Nobody is more 
determined to make good than the uprooted. So the 
great surge of European emigrants—50m in the nine- 
teenth century—produced a surge of economic growth 
in North America and Australasia, and a long-sighted - 
view that it was worth saving for the children’s sake. - 
When individual and national trauma are combined in- 
the extreme forms that gave birth to Israel, then 
n 

spring up round ancient cities. uem 
Yet trauma isn't enough. If it were, Africa would. 
today be the world's wonder, its independence struggles 
and its civil wars leading on to double-digit growth. 
Instead, the average African is poorer today than he 
was 20 years ago. Nor was Bangladesh unchained into 
affluence. And the trauma theory does not explain the 
extraordinary riches of those dullest of European 
countries: Switzerland (GNP per person about $22,000 
now) and Sweden ($15,000), whose neutrality has 
spared them the periodic shake-ups that often precede | 
spurts of growth in dther countries. - "a 
The Switzerland-Africa contrast points to another 


mee 


deeper source of growth. Countries prosper when th 
people are bright, and are encouraged to turn t 

brightness into money. Their intelligence need not be 
the inventive, path-breaking kind, as Japan in 1950- 
showed. It chalked up GNP growth rates of 9% a year 
watching what European and American industry di 
and then doing it better. Technical information. 
enormously mobile: it can be bought, borrowed 
stolen, and its mobility offers the greatest chance 
lifting 2 billion-plus people out of poverty in the ne 
century. But the information is valuable only if 
recipients can make use of it, which is why the grow 




































Or rather to those who make - 
hildren of today's illiterates are as im 
egrees for the children of today’s clerks. * 








peed, there is only one reason that they might fail to 
lready helped millions of people and dozens of con- 
tries to grow rich beyond their grandparents' dreams. 
That single reason is that their governments may stop 
them, by sticking to policies or attitudes which discour- 
age money-making. Those governments that persist in 
_ believing that the future lies with large state industries, 
. planned investment and high taxes will be the ones that 
. condemn their peoples to relative decline. | 


. Afour-tier world 

. Recent convention has split the world into two: rich 
. north, poor south. That division, only ever a convenient 
_ Shorthand, becomes less helpful as the years go by. 
Varying growth rates are already pointing to a four-way 
split among non-communist countries: (1) Japan; (2) 
North America, Western Europe and Australasia; (3) a 
group that was first called newly industrialising coun- 
- tries (NICs) but should now be renamed FICs because 
_ they are moving so fast: South Korea, Taiwan and 
. Hongkong are pre-eminent, but most of Asia and Latin 
. America are either in that group or could be soon; and 
-. (4) Africa. 

. The old north-south division was regarded as a moral 
_ affront, but it also offered rich northerners an unadmit- 
ted comfort. It implied that the two groups would rarely 
. clash head on: the south would remain about $6,000-a- 
_ person poorer than the north, with everybody advanc- 
. ing together. In a four-tier world, though, groups 2 and 
3 will clash more and more. The FICs are already 
- challenging the stodgiest northerners, not just in tex- 
- tiles and steel, but also in cars, electronics and a clutch 


In the week the world reflects on the 30th anniversary 
of the Hungarian uprising of 1956, remember the 
twelve-times table. A dozen years after Hungary’s 
October revolution came Czechoslovakia’s Prague 














ible if the next upheaval in Eastern Europe 
with 12-year precision, in 1992. But it wor 


ap the huge stock of technical information which has 


Next time's coming 
How Eastern Europe could one day do what Hungary couldn't in 1 956 - 


spring; another 12 years and Solidarity was born in 
Gdansk. With the uplifting regularity. of these chal- 
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average had been exceeded by South Korea's as well. | 

For many West Europeans, the pressure from the 
FICs will come far sooner. They cannot rest on their 
laurels—engineering, computers, cars, banking—be- 
cause these are the businesses that the fastest of the FICs 
will gobble up on their way to new challenges in 
biotechnology and photonics. And Western Europe's. 
East European neighbours could become FICs. Most 
them are sufficiently educated; Russia and its satellite 
are held back mainly by their communism; a dash away 
from it to market-rule could provide the trauma that 
made growth pick up speed. 

One danger in all this is that the countries in groups 2 
and 3.may bump each other so painfully that the 
bumped ones will put up trade barriers. They will 
thereby be cutting themselves off from the competitive 
spur that is essential to long-term growth, and will drift 
or stagnate- instead. If they are really successful in 
shrinking all trade, not just their own, they will also 
condemn Africa to a permanent group 4 wretchedness 
at something like today's average incomes. The group 2 
politicians of the twenty-first century will be appalled 
by Africa's periodic famines, wring their hands and 
send more aid. They will prefer to keep Africans as the 
objects of charity rather than set them free to trade 
themselves into prosperity. That is the shadow over an 
unevenly growing world, especially when it is led by 
people who choose to ignore the causes of fast grow 
and then to shun its consequences. | 





































































Europe: orbachev's enthügaitr for < chane 
Ba ope is strictly li mited, however. F 


hence better trading partners for Russia. He is sensible 
enough to recognise that conformity to Soviet interests 
need not mean uniformity throughout Eastern Europe. 

But above all he wants no trouble among his allies as he 


tries to get Russia moving again. A disciplinarian at 


home, he demands discipline from Eastern Europe too, 
and the main rules for the comrades remain unchanged: 
no challenges to one-party rule, loyalty. to Moscow in 
foreign policy, and loyalty to Marx in economic policy. 
It is by no means clear Mr Gorbachev will abandon the 
“Brezhnev doctrine"— Russia's claimed right to invade 
any communist country when there is a threat to its 
communism, which Leonid Brezhnev invented to ex- 
lain the invasion of Czechoslovakia in 1968. 






dar, or Kadar-plus? 

This suggests that the best East Europeans can hope for 
-by way of orderly change is a gradual “Kadarisation”’ of 
their countries. To his credit, Mr Janos Kadar has taken 
Hungary to the top of Eastern Europe's league of 
‘liberalisation. He has delivered what most Hungarians 
recognise to be the best deal yet available to them, 
given the "realities" that were driven home in 1956. 
Thanks to Eastern Europe's furthest-reaching econom- 
ic reforms, plus a relatively relaxed approach to one- 
party politics, Hungarians today have a decent choice of 
goods in their shops Engi western newspapers), a 
lively cultural life (see page 108) and a fair amount of 
freedom to travel westwards. 

Yet Hungary still belongs to the one-party flock. The 
price of a little extra freedom at home has been strict 
obedience to Moscow in foreign policy and constant 
care that liberalisation does not turn into insubordina- 

tion—not to mention having to put up with the four 
visions the Soviet army keeps in Hungary, lest any 
ungarian forget 1956. 

Most other East Europeans would find Kadarisation 
a great improvement on what they have now. But some 


| “the Hungarian t up : 


European economies to become more 5 efficient, and. declared their deterr 


Kadarisation lies in the fact that each of Russia 


tion-by-proxy in Poland in 1981) has exposed a truth 











gui: 
Zast Germans and Romanians 
nination to struggle for dem crac 
and independence for their countries. = 
Mere dreaming? T he opportunity to go beyond 


garians, Poles, Czechs 








interventions in Eastern Europe (including its interve 


Russia would rather stayed hidden: that it keeps 
Eastern Europe on its side through raw power, not free 
choice. Another Russian invasion would blow a hole 
through Mr Gorbachev’s hopes of winning friends in 
the West. A particularly gaping hole since last month's 
Stockholm agreement .about military manoeuvres in- 
Europe, when all the signatories, including Russia, | 
promised not to use force in their relations with any: 
state "whether or not they maintain with that state _ 
relations of alliance". n 

In short, Russia can't legally do another 1956 or 1968. P 
Nor, in theory, could it easily hide its preparations for 
another such invasion of an ally, since the Stockholm . 
agreement gives the West the right to go and inspect | 
any funny-looking movement of troops in Eastern 
Europe. Mr Gorbachev would no doubt tear up that | 
Stockholm piece of paper if he could not talk his way 
out of the next East European crisis. But he would 
dearly prefer to be able to talk rather than invade. 

An adventurous East European leader who recog- 
nises (some time between now and 1992?) that he 
cannot make sense of his country without making 
radical changes in the present communist system may _ 
therefore be able to bargain with Mr Gorbachev. He 
may be able to get Russia's permission for such a 
change—freer markets and trade unions, perhaps, or 
even tolerance of a rival political party—if he explains 
that the alternative will be to override him with a 
Russian invasion. It is an outside chance that Eastern 
Europe's next communist leaders will include anybody | 
so bold for his country's good. But that outside chance 
is Eastern Europe's best hope of moving slowly back — 
towards self-respect. : 





Deter Assad 


| His airline bombers could c otherwise blow up the Middle East 


: Sometimes it is the bombs that don't. go off that say 
most about terrorism. Last. April, Mr Nezar Hindawi 
put Miss Ann Murphy, his pregnant girlfriend, on 
- board an El Al jumbo jet bound from London to 1 rel 
Aviv. In her suitcase were hidden 3Hb of plastic 
explosive timed to blow Miss Murphy and 374 fellow- 
: passengers to smithereens in mid-air somewhere above 
Austria. The bomb was found in the nick of time by an 
alert El Al guard at Heathrow airport. 
If the jr ry in Mr Hindan? s trial at the € Old Bailey, 





















directly from Syrian air force intelligence office 














which was still deliberating on Thursday morning, fine 
him guilty, they will not be convicting just anot 
psychopath obeying the orders of just another band 
terrorists. The British police testified that, after he: 
arrested, Mr Hindawi said he had received his o 


Damascus. The police also testified that Mr Hindaw 
said he had been helped by the Syrian embassy 
London after he had left Miss Murphy at the airport 

. By the time Mr Hindawi reached the dock, he 
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Syria's President Hafez Assad says the affair v 
tage-managed by Israeli intelligence to make Syri 
ook bad. Believe that and you have to believe 

ain’s police colluded with Israel in order to “frame 
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yria was caught red-handed in a vicious attempt to 
commit a state-sponsored mass murder. | 


Be tough before the next bomb starts a war 

What should western governments do with the unappe- 
. tising evidence that Mr Assad is, like Libya's Colonel 
. Muammar Qaddafi, à direct exporter of international 
. terrorism? Bringing Libya to order is easier than 
scolding Mr Assad. Libya is militarily weak, and 
Colonel Qaddafi has made himself virtually friendless. 
‘Syria is a different kettle of piranhas. 

_ Mr Assad has much closer relations with Russia. His 
. army is big and well-armed, not least with modern anti- 
. aircraft electronics. He himself is coldly ruthless: he 
. bombarded one of his own cities into submission in 
. 1982. Syria controls much of what goes on in Lebanon. 
. It also leads the Arab "rejection front", without which 
. a comprehensive peace in the Middle East is impossi- 
- ble. Mr Assad is, in short, the sort of person with whom 
. the West feels it must do business if it is to continue to 


South Africa's black neighbours at once accused that 
. country of causing the crash of the airliner in which 
. Mozambique's President Samora Machel died on the 
night of October 19th. The South Africans make lethal 
raids across their borders. The mountainous corner of 
their country where the aircraft came down is inhabited 
by various armed bands. It is not even necessary to 
claim that a missile was fired, when every thriller-writer 
knows that aircraft can be lured into mountains by 
interfering with an airport beacon. Yet the South- 
rica-did-it theory looks feeble. The South Africans 


quiry, including the Russian manufacturers of the 
crashed Tupolev. Sheer accident is the likeliest explana- 
tion. Mozambique's aircraft are notoriously ill-main- 


ously fond of the bottle. 
- So cui bono, who benefits from 









Spontaneous product of individual gri 


The power in the land 


Machel alive was good for South Africa; so is Machel dead 


ave (as the rules provide) convened an international. 
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less phenomenon against which there ; se 
Sometimes, but not always. Terror sponsored by gov- 
ernments is different. It is more frightening, because 
more efficient; but more controllable, because there is 
an address to which protests can be delivered. This 
gives the West one of its few levers against terrorism. 

Last April, America protested to Colonel Qaddafi by 
bombing his compound in Tripoli. Nobody is suggesting 
air raids on Damascus because of a bomb plot that 
failed. But Mr Assad, though tough, is a pragmatist. 
The evidence against him has become so incriminating 
that it is time for a range of sanctions to convince him: 
that the dividends from terrorism are not worth ti 
price Syria will have to pay. Start by banning Syrid 
airliners—not just from Britain but from the airports of 
all countries that oppose terror. 

Why should America and other European countries 
respond to an act at London's Heathrow? If Mr Assad is 
not persuaded to drop the terror weapon, and if the 
next plot to blow up an El AI airliner succeeds, Israel 
will feel bound in anger and in logic to blame Syria. The 
Middle East—and maybe the world—will then be only 
a few hot-blooded decisions away from war. 


























































Marxism was half-baked, and his leadership of Freli 
undisputed only for lack of a believable rival. Since t 
Portuguese pulled out in 1975, Frelimo's incompetence 
has kept the country politically divided and has speeded 
its plunge towards destitution. The South Africans 
successfully fostered the disunity, and the Renamo 
rebellion that grew out of it. Some of their diplomats 
before Sunday night's crash saw themselves as godpar- 
ents to a Frelimo-Renamo coalition, which would have 
made Mozambique even more pliable and incompetent 
than before. If they could achieve this with Machel 
alive, why murder him? 

The Russians were Frelimo's original sponsors 
against the Portuguese colonists, two decades ago. 
Apart from fishing concessions off the coast, they have 





or-maintenance men have almost all been 
y by terrorism. Mozambique's Russian 
w come sparsely, and strictly for cash. But if 
ament is to control the countryside it needs 
uctors, and a stiffening of competent 








diers too. 
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nc on-African military involven 
mbiqu ust now is from Britain, which mal 
itribution to training the army, and w 
; with the army of. landlocke: 
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we to the Indian Ocean (see page 27). 








Peia route. One is to the Atlantic, by the Benguela 


that needs opening up 


After a meeting on Wednesday evening. which never 
officially took place, in a turret room high in the House 
of Commons that does not officially exist, members of 
the parliamentary "lobby" group of British journalists 
decided to vote on whether to retain the shadowy 
business. of government briefings that never happen. 

‘he vote is needed because a new daily newspaper, the 





would report. what was said, naming names. The 
Guardian followed suit, more or less. Are they right? 

.. Lobby briefings are a symptom of Britain's secretive 
tyle of government. Mr Bernard Ingham, press secre- 
ary to the prime minister, meets “the lobby", a group 


/ is not just “off the record" (where journalists 
r identify their source by name); it is not even 
Di able to the government in general. Instead, the 
tes in: a code that many newspaper readers ; are 
f: “it is understood that” means that. Mr 
ministers who also use the « Syste j 
ld like be to believe it. E 
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ie “minister, “can. use. it Agr | 
hey can hint at new polides; 

en; ifit proves too hot, : de ly 
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| dicts à are 
>d to keep open e narrow corridor arrying a 
oad, railway and (British-owned) pipeline to the 
wrecked port of Beira, which a consortium of European . 
investors is trying to refurbish as the outlet for Zimba- 


Zimbabwe has two theoretical alternatives to the - 


Not in front of the people 


British governments make news via a secretive lobby system 


ndependent, said it would not attend the briefings, but 


f F necessarily limited numbers, twice a day. What he 








a ever for the R and thi 
out of Angola without loss of | 
S still in Angola, the South Afri 
their excuse to hold on to next-door Nami 
Mozambique’ s weakness tightens the noos 
Zimbabwe's neck. The South Africans very | 
nothing to do with the crash near Nkomati. E 
seem to be crying with grief, remember that 
plenty of crocodiles to weep into the Limpopc 





















not only a high-up source of news but a conver 
The public might be better served if journali: 
dig to find out what the government was really 
but did not dare to admit in public. j 

If the lobby votes to continue the system, it' 
fear that otherwise the briefings might not I 
all. Though Mr Ingham says (sorry, “is unde 


believe") that the onus for reform lies with t 
he made it clear that if the briefings were to` 


record, he would not come. So the newspape 
temptation to connive with the government to 


a system that makes life easier for both. 


| Spokesmen are better, but we won't stay away 


What is the alternative? The two papers t 
broken ranks, and so are barred from lobby 1 


prefer the American system where briefers : 
d : 


r (if they go off the record) are des 
nt spokesmen. That would not s toj 
g, but at least. they could. not pre 
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A BRITISH AIRWAYS PRODUCTION 





STARRING «c BRITISH AIRWA 
STEWARD 


PLUS FULL SUPPORTING CAST OF THOUSANDS 


LIKE EVERYONE 
AT BRITISH AIRWAYS 
HE'S BEEN THROUGF 


NOW HE REALLY KNOWS. ..THE TRUE MEANING 


OF SUPERCARE 
SEE HIM IN 3-D REAL LIFE 


ON ANY BRITISH AIRWAYS FLIGHT 


NO WONDER MORE PEOPLE CHOOSE TO FLY WITH US 
TO MORE PLACES THAN WITH ANY OTHER AIRLINE 


BRITISH AIRWAYS 


The worlds favourite airline. 





When WestLB makes a bond he knows about it. 


International capital markets are on 
the move: New techniques, new ser- 
vices, new products. 

For banks' customers this means 
new chances. For banks this means 
styling financial needs into assets that 
meet investors' interests. 


WestLB puts the right issue into 
the right hands. 

So what about banking on the 
placing power of one of Germany's 
largest financial institutions? 

In fact we have partners to call 
on, day or night. 


WestLB 


The Westdeutsche Landesbank. 


Head Office: Dusseldorf 

Branches: Hong Kong, London, New York, Tokyo 
Representative Offices: Beijing, Melbourne, 
Moscow, Rio de Janeiro, Tokyo, Toronto 
Subsidiaries. Luxembourg, BFA Paris, BKA Zunch 
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Mexico's invisible export 











A Washington deal that spells 
trouble beyond the Rio Grande 


FROM OUR MEXICO CORRESPONDENT 


Of the two big keys that foreigners hold 
to Mexico's future, one—a revision of the 
terms of its external debt—is still being 
looked at by its commercial bank credi- 
tors. The other has just been turned by 
the United States Congress. If President 
Reagan does the expected and signs the 
immigration bill Congress passed at the 
end of its session, Mexico could be hard 
hit. The consequences for a political sys- 
tem already under strain are unpredict- 
able; they would not be pleasant. 

Mexico thought it was going to be 
spared the fuss. For the past five years an 
immigration bill like this one has been 
before Congress, but has always failed to 
go through. It was confidently assumed, 
in Washington and Mexico City alike, 
that this year's version would follow suit. 
It didn't. The heart of the bill is a trade- 
off that just satisfied grumbling liberals 
and conservatives on either side of the 
American debate. Illegal aliens in the 
United States since before 1982 will be 
legalised; in exchange for which Ameri- 
can employers will be penalised for hiring 
illegal aliens. 
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The second half of the Washington 
bargain worries the Mexican government 
more. Some 90% of the illegal aliens 
caught by America's Immigration and 
Naturalisation Service (INS) are Mexican. 
It is still unlikely that the bill will do much 
to reduce the northward flow of Mexicans 
in search of jobs. The laws of economic 
gravity, a 2,000-mile border and a 150- 
year history of freeish population move- 
ment speak louder than legislators. But if 
it did work, the consequences for Mexico 
would be severe. Rural communities 
would suddenly lose an important source 
of income, and workers would be de- 
prived of an option they have come to 
view as a right. The Mexican government 
would inevitably be blamed, at a time 
when Mexico, in its worst recession of the 
century, is accumulating a large pool of 
unemployed skilled workers. 

It is hard to know how many Mexicans 
are involved. The head of the Ins, Mr 
Alan Nelson, has made much of a "'star- 
tling" 40% increase in the past year in the 
number of Mexicans caught trying to 
cross the border. Yet most of this in- 


crease, Border Patrol agents readily ad- 
mit, is the result of a 33% growth in their 
own ranks and a concentration of their 
efforts on more popular border-crossing 
points. It may be that the tide has not 
been rising much at all. 

As for the immigrants already on hand, 
American officials routinely estimate that 
upwards of 5m Mexicans are living illegal- 
ly in the United States. That is almost 
certainly an exaggeration. Serious aca- 
demic observers in both countries reckon 
that perhaps 2m Mexicans now live per- 
manently in the United States without 
immigration papers. They are joined by a 
seasonal inflow of no more than 1m illegal 
Mexican workers, each of whom stays 
north of the border for an average of six 
months a year. There is also plenty of 
evidence, some of it persuasively put in a 
study by California's Rand Corporation, 
that illegal immigrants add more value to 
the American economy than they take 
out of it. 

From south of the border, therefore, 
Mexican immigration into America’s 
south-west looks like anything but a 
threat to the United States; and Mexicans 
of all political stripes, habitually suspi- 
cious about the motives of their giant 
neighbour, tend to see in the new law à 
deep-rooted American hostility to Mexi- 
co and Mexicans. The hapless Mexican 
victim of an INS migra raid on an Ameri- 
can farm or factory employing immigrant 
workers has become a staple of Mexican 
folk culture. Mexicans now assume that 
stricter rules and a bigger INS budget will 
make more serious the cat-and-mouse 
game between the immigration police and 
the illegal foreign worker. 

Mexican officials are also none too 
happy about their half of the bill's historic 
compromise. This secured the grudging 
support of Mexican-American leaders 
and congressional liberals by giving rights 
of legal residence to immigrant farm- 
workers who were in the United States 
for at least 90 days in the year preceding 
May 1 1986, and to all other illegal aliens 
who have been in the United States 
continuously since before January 1 1982. 
They cannot admit it publicly, but Mexi- 
can officials regret that most of these 
ambitious workers will never return to 
Mexico with their capital and skills. They 
would have preferred a huge guest-work- 
er programme, which would have given 
Mexican workers legal status (and the 
American minimum wage) without giving 
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them American residence. 

What the Mexican government most 
fears, however, is the possible drain on 
workers’ remittances and the social con- 
sequences in parts of rural Mexico if that 
came to pass. The flow of labour north 
and remittances south has been important 
for Mexico’s economy since the nine- 
teenth century. Mexican economists are 
justifiably convinced that in the long run 
the aging of the American population 
promises even greater reliance on immi- 
grant workers. But much damage can 
meanwhile be done. 

Estimates of remittances are imprecise, 
but it is likely that hard currency sent 
back from Mexican workers in the United 
States at least equals Mexico's income 
from foreign tourism and the free-trade- 
zone assembly factories (maquiladoras) 
just south of the border. In the official 
statistics these are Mexico's two biggest 
dollar-earners after oil, each of them now 
bringing in about $2 billion a year. 

Two academics from the Colegio de 
Mexico, Mr Manuel Garcia y Griego and 
Mr Francisco Giner de los Rios, estimate 
that by comparison Mexican workers in 
the United States pumped about $1.8 
billion into the Mexican economy in 1984: 
$1 billion in remittances from Mexicans 
permanently resident in the north, $570m 
from temporary migrants, and $225m that 
returning workers personally carried back 
to Mexico. Central-bank and finance- 
ministry economists, who base their esti- 
mates largely on the flow of cheques and 
money orders from the United States, 
also value annual remittances at between 
$1.5 billion and $2.5 billion. 

The real economic impact, however, is 
greater than the effect on Mexico's bal- 
ance of payments. A large fraction of the 
income from the tourist industry is repa- 
triated to the United States as profits by 
foreign hotel chains or as capital flight 
and debt repayment by Mexican entre- 
preneurs. Mexican income from the ma- 
quiladora plants is almost exclusively in 
the form of wages to factory workers 
who, like most Mexicans near the Ameri- 
can border, spend a large part of their 
wages in the United States. 
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But dollars sent by migrant workers to 
their families in the Mexican interior, 
which bypass taxmen and other bureau- 
crats, are funnelled directly into the local 
economy. They are spent not on condo- 
miniums in Los Angeles but on local 
suppliers and labour for home-building, 
small-business investments and farm 
improvements. 

What stings even more, the money has 
been concentrated on poor rural commu- 
nities that might otherwise have been 
destitute. For generations, in a pattern 
that still largely holds, more than half of 
Mexico's seasonal migrants to the United 
States have hailed from several hundred 


South Africa and Mozambique 


small towns scattered across the central 
Bajio region, northern Oaxaca and Mi- 
choacan (see map). 

With up to half their male workforce 
between the ages of 20 and 40 regularly 
employed in the United States, these 
communities, which might long ago have 
emptied into Mexico City's slums, have 
instead survived the severe slump of the 
past few years reasonably well. If, against 
the odds, the new law does what its 
backers intend, the disruption of commu- 
nities like these could give Mexico's rul- 
ing party and America's foreign-policy 
makers even more to worry about than 
they have today. 


Two roads for Botha, both pleasing 4 


FROM A CORRESPONDENT IN SOUTH AFRICA 


The South African government's first 
impulse, when President Samora Ma- 
chel's aircraft crashed just inside the 
South African border in the night of 
October 19th, was to show that it had not 
killed Mozambique's boss. It invited both 
the Mozambicans and the Russians, as 
manufacturers of the crashed aircraft, to 
take part in the official inquiry. 

Before the crash South Africa had been 
expected to inflict further punishment on 
the Mozambicans for allegedly allowing 
guerrillas of the anti-apartheid African 
National Congress (ANC) to set up bases 
on their territory. Now the South Afri- 
cans are likely to restrain themselves, at 
least for as long as it takes Mozambique's 
ruling Frelimo party to announce a new 
leader—probably after Mr Machel's fu- 
neral, which is set for October 28th. Even 
then, and whatever the chosen succes- 
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sor’s reputation, they will probably wait 
to see how he behaves in office. 

There are three front-runners for the 
succession. Mr Marcelino dos Santos, 
speaker of the People’s Assembly, is a 
good Marxist. He is also chairman of the 
Machel funeral arrangements committee, 
and therefore the man most likely to 
succeed if things are done the Russian 
way. But there are stories that his health 
is bad, and his rivals within Frelimo may 
argue that the movement has paid a high 
price for Marxist principles. 

Second is Mr Joaquim Chissano, the 
foreign minister and number three in the 
ruling party’s Politburo. He speaks pas- 
sionately against South Africa, without 
heavy Marxist theorising. The third run- 
ner is Mr Mario Machungo, recently 
appointed to the new post of prime minis- 
ter to look after government business 





The succession line-up: dos Santos left, Chissano not-so-left 
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FROM A CORRESPONDENT IN BEIRA 


Whatever follows Samora  Machel's 
death, the main question for Mozam- 
bique’s landlocked black neighbours is 
unchanged: can the Mozambican port of 
Beira be put back in business? Now that 
economic warfare has become so power- 
ful an instrument in the region,’ these 
countries would like to reduce their 
dependence on South Africa—through 
which 85% of their trade with the out- 
side world now has to pass. But Beira’s 
prospects as an alternative look grim. 

Beira is linked to Zimbabwe by a 
corridor of road, rail and pipeline across 
190 miles of bush, swamp and hill. In 
colonial times, Beira prospered. Now it 
is a ghost town, its beach hotels overrun 
by squatters, its skyline marked by the 
skeletons of half a dozen abandoned 
high-rise blocks, its port barely 
functioning. ME. 

Dutch contractors have been at work, 
trying to revive the port for use by the 
nine black-ruled nations of the Southern 
Africa Development Co-ordinating 
Committee, or SADCC. They have had to 
start practically from scratch. They have 
deepened the entry channels and relit 
the harbour buoys, Warehouses are De- 
ing repainted, and land is being prepared 
for a new container park: The defunct 
telephone system is awaiting the installa- 
tion of new microwave network. 

All 50 of the port cranes need refur- 
bishing: West German engineers are 
working on the worst 24, and British aid 
is hoped for to put the remaining British- 
made ones in order. Five out of ten cargo 





while President Machel fought the Ren- 
amo rebels attacking Mozambique's gov- 
rnment; he is a sound administrator (by 
his country's special standards), not 
strong on ideology. P 
Whoever is chosen by Frelimo (and the. 
odds seem to be slightly.on Mr Chissano), 
South Africa's policies will be important 
in what happens next. They are largely - 
decided by two agencies—the foreign 
ministry and the armed forces. These two” 
have a bone of contention in the mori- 
bund Nkomati accord, signed in March - 
1984 at a small border town not far from. 
where Mr. Machel died. The Nkomati 
deal provided for economic and transport 
co-operation between South Africa and 



















| by troops from Zimbabwe, overran 
1ain Renamo base in the Gorongoza . 
al park, capturing the diaries « 
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_ wharves are fit for use, but only 12 ships 
"a month call at Beira. 
..À group of Zimbabwean business- 
men, led by Mr Dennis Norman, a 
former minister of agriculture, recently 
journeyed to Europe and North America 
to drum up private investment for the 
first rehabilitation programme, which it 
is reckoned will cost some $280m. A 
group of rich countries, including the 
United States, met in Brussels on Octo- 






ber 23rd-24th to talk about financing the - 


corridor's reconstruction. | 

The Beira corridor at present carries 
100,000 tonnes of goods a month, most 
of that being oil through the pipeline 
(which belongs to the London-based 
company Lonrho). Before Mr Machel's 


‘death Mr Norman optimistically asserted _ 


that the corridor's capacity would more 
than double by Christmas, to the equiva- 
lent of 3m tonnes a year. Zimbabwe 





Renamo leader, Mr Alfonso Dlakama 
(who probably got clear in a South Afri- 
can helicopter). They showed that South 
Africa's generals were still promising sup- 
port, and recorded a message from Gen- 
eral Constand Viljoen, the former chief 
of the South African Defence Forces, 
assuring Mr Dlakama that Renamo still 
had powerful friends in the South African 
army. | 


Renamo said the diaries were fraudu- — 


lent. The South Africans claimed merely 
that breaches of the accord, if they had 
occurred, were purely technical, carried 
out with the knowledge of Mozambique's 
government. ANC leaders have since been 
seen in Mozambique's capital, and South 
Africa's diplomats have been trying to 
stick together the accord that the soldiers 
had frayed. They offered themselves as 
brokers between Frelimo and Renamo, 


and just before Mr Machel's death were 
. . thinking aloud about how he might head a 
iers, coalition between the two. 


. South Africa's soldiers had no patience 
he Department of Military 











back in action again. 


try, on the other hand, will preach re 


ular, wanted to push — where the big decisions are made. 























































































Railways is re-laying the track on its hal 
of the line. An American governmen: 
aid agency has promised to help get 
another 30 miles of track in order, and to 
overhaul eight steam locomotives, two 
diesels and a failway repair workshop. . 
But security is the main problem, and ` 
with Mr Machel gone it could well get. 
worse. The guerrillas of the Mozam 
bique National Resistance Movement 
Renamo, wreak havoc in the corridor. In 
July they (ineffectually) attacked the. 
pipeline three times, and it was probably - 
they who plopped some rockets into. 
Beira airport. The port’s new coal-load- - 3 
ing system is unused, since the guerrillas 
have cut the railway that should bring | 
coal from the north. The corridor is | 
guarded by 12,000 smart Zimbabwean 
soldiers. But, even in convoys, road 
traffic risks being ambushed, and the 
railway is slow and unsafe. : 
A surprising suggestion is that 300 {| 
white commercial farmers should be set- f 
tled along the corridor, forming an | 
armed militia against the Renamo guer- | 
rillas. The Zimbabwean businessmen, 
going further yet, would like to turn the f 
corridor into a foreign currency zone, . | 
insulating it under as many foreign flags 
as possible from the sick Marxist econo- 
my of Mozambique, and perhaps offer- 
ing some protection if South Africa were 
ever tempted to strike at the pipeline or 
the bridges. It is hard to see Mozam- Sl 
bique gladly handing over a strip of its 
territory to foreign interests. But without _ 
some such extreme measure private in- 
vestors may fight shy of an aid pro- 
gramme that, however well-intentioned, . 
is unlikely to put Beira and its corridor 


Mr Machel out and make a deal with — 
Renamo. It wished to place the strategic 
corridor from Zimbabwe to the Mozam- 
bican port of Beira (see box) either in 
friendly hands—meaning Renamo's—or 
in those of a neutered Frelimo govern- 
ment. The first solution would give South - 
Africa another route for sanctions-bust- 
ing; the second would ensure that sanc- 
tions against South Africa would hurt 
Mozambique and Zimbabwe too. : 
Mr Machel barely held his party toget 
er against Renamo, which has promi: 
to step up its offensive now that he 
dead. If the rebels do well, the Sout 
African army will want to help them 
they do badly, it may want to rescu 
them. The South African foreign min 










straint, and for the time being Presid 
Botha seems to be on the side of | 
diplomats. That could change. The arm: 
forces’ former chief of intelligence, a 
its leading hawk on Mozambique, is Ge 
eral P. W. van der Westhuizen. He is n 
secretary of the State Security Coun 
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_ West Bank 


- Nothing to it 


— What i is Jordan's King Hussein up to on 
the West Bank? Nothing special at all, 
_ said his prime minister, Mr Zaid al-Rifai, 
on a recent visit to Kuwait. Jordan, he 
insisted, continued to regard the Pales- 

. tine Liberation Organisation as the prop- 
er representative of the 1m-plus Palestin- 
ians who live on the West Bank and in 
— Gaza, the areas which Israel conquered in 

.. 1967. The king's recent support for eco- 
‘nomic initiatives on the West Bank was 
A simply a continuation of existing policy. 

. Tell that to the PLO. King Hussein has 
been unusually busy since February, 
when he finally lost patience with Mr 
Yasser Arafat's endless dithering over 
_ whether to accept unconditionally Reso- 

- Jution 242 of the United Nations Security 

~ Council (which would imply PLO recogni- 
tion of Israel's right to exist). Because the 
king no longer holds out much hope for 
p" international peace conference, he 
ants to do more to prevent Israel from 
‘consolidating its grip on the occupied 
lands—a task that seems more pressing 
. now that Mr Yitzhak Shamir, who is an 
enthusiast for more Israeli settlements on 
the West Bank, has again taken over as 
. Israel's prime minister. Jordan describes 
its policy as improving the quality of life 
— for West Bankers; the PLO sees it as a plot 

_ toundermine Mr Arafat's influence. 

. .. One sign of the king's new approach is 
. the emergence of three West Bank Arabs 

. willing to become mayors without the say- 
_ so of the PLO. These are brave men. The 

E last independent-minded mayor, Zafer 
al-Masri of Nablus, was gunned down in 
. March after less than three months in the 
. job. The new mayors—Mr Khalil Musa 
= Khalil of Ramallah, Dr Abdel Majid al- 
. Ziris of Hebron and Mr Hassan al-Tawil 
of al-Bireh—hope to avoid a similar fate 
. by playing down their own importance. 
They are, they say, municipal leaders 
_ without wider political ambitions. 

a The PLO may need some convincing. 

x The three mayors travelled to Amman to 
receive Jordan’s blessing before taking up 
eir jobs. They move about under the 
watchful eyes of Israeli bodyguards. Isra- 

. el, meanwhile, is delighted to have come 
up with some independent Palestinians; 
* its long-held wish to "'Arabise" local 

. administration on the West Bank has 

. until now been thwarted by the popularity 

_ of the PLO. Mr Arafat's supporters swept 

= to victory in 1972, when Israel last permit- 
.. ted local elections on the West Bank, and 
$ recent opinion polls show that his support 

. remains high. 

Y Another arm of Jordan's new West 
. Bank policy is economic. After years of 
pé 
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Mayor of al-Bireh? Me? 


wrangling, Jordan and Israel have at last 
agreed to let a branch of the Cairo- 
Amman Bank open in Nablus. Israel 
closed the Arab banks for a while after 
the 1967 war. None wanted to reopen 
under Israeli supervision. The new bank 
will ease life for ordinary West Bankers, 
but it will also make it easier for Jordan to 
invest in West Bank projects. 

Such investment is likely to grow. 
America's secretary of state, Mr George 
Shultz, agreed for the first time in June to 
give King Hussein American money to 
channel into the West Bank via Amman. 
The United States handed over $5.5m in 
the financial year that ended last month, 
and Congress has pencilled in a maximum 
of $15m for 1987. This is on top of the 
$14m a year that goes—through Israel— 
to the West Bank and Gaza from Ameri- 
ca's Agency for International Develop- 
ment. Jordan is holding an international 
conference in Amman early next month 
to unveil a five-year development plan for 
the West Bank. Mr al-Rifai might find his 
fiction that nothing at all is going on 
increasingly hard to sustain. 


India and America 


Gun-ho 


FROM OUR INDIA CORRESPONDENT 


Mr Caspar Weinberger, who was in bed 
with an upset stomach during much of his 
visit to India and Pakistan this month, 
may not have enjoyed his trip, but the 
Indians did. He was the first American 
defence secretary to call on India, and the 
deals negotiated by Mr Weinberger’s 
team on military hardware and high tech- 
nology have made the Indians feel they 
are no longer travelling second-class on 
the American gravy train. Although the 


Indians have more arms and soldiers than 
Pakistan, they have been worrying that 
their neighbour’s closeness to the Ameri- 
cans has given it access to better stuff. 

The Americans agreed that India can 
buy General Electric’s new F-404 jet en- 
gines, used in fighter aircraft. According 
to Mr Arun Singh, the minister of state 
for defence, an agreement to let India buy 
an American supercomputer is all but 
complete. American permission for this 
purchase has required a measure of trust: 
the Indians are getting the machine on 
condition that they use it only for weather 
research, but it would also be a useful tool 
for designing nuclear weapons. 

The Indians also hope for a more 
sweeping technology-transfer deal, which 
would point to a big change in the rela- 
tionship between the two countries; but 
negotiations are still at an early stage. 
India wants America to sell it the technol- 
ogy it needs to produce American-de- 
signed weapons. The two sides have been 
talking only about a general agreement, 
not specific items. But the Indians have 
their eyes on American equipment for 
communications, electronic warfare and 
anti-submarine warfare. 

America’s former hands-off policy to- 
wards Indian defence is changing partly 
because of Mr Rajiv Gandhi, who the 
Americans reckon is more genuinely non- 
aligned between Russia and the West 
than his mother was. They also sense that 
the Pakistani basket may be too fragile to 
hold all their regional eggs. Miss Benazir 
Bhutto has been sounding less anti- 
American lately, and anyway her cam- 
paign to overthrow President Zia is 
stalled; but there are still worries that 
when General Zia goes, as some time he 
must, his successor may not be as friendly 
to America as he has been. Russia's | 
recent attempts to cosy up to China could 
also have helped to push the Americans 
and the Indians into each other's arms. 

Pakistan, with which India has fought 
three of its four wars since independence, 
is the main reason for India's interest in a 
deal with America. But the Pakistanis 
publicly profess themselves unconcerned 
about the warming of America's defence 
relationship with India, and they do not 
seem very fussed in private either. One 
reason may be quiet assurances by the 
Americans that any arms for India will 
not lead to a worsening of Pakistan's 
military balance with its neighbour. 

The Indians are less relaxed. Not that 
they have any real worry about Pakistan 
alone. India has 1.1m men in its army, the 
world's third largest, compared with Pa- 
kistan's 450,000; 2,500 battle tanks, com- 
pared with Pakistan's 1,500; and 850 
combat aircraft, compared with Paki- 
stan's 375. But the quality question nags. 

Around 60% of India's weapons are 
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On the Afghan see-saw 


Nearly seven years after they marched 
into Afghanistan, the Russians have 
been making a great show of pulling 
some of their men out again. They say 
their forces will be reduced by 8,000 
soldiers, out of 120,000. It is not the 
conciliatory gesture it has been present- 
ed as: half the six regiments due to go are 
anti-aircraft units, and the mujaheddin 
guerrillas fighting the Russians have no 
aircraft. The real question is whether the 
Russians feel they can risk the gesture 
because the guerrillas are not the threat 
they once were. 

Changed Soviet tactics have certainly 
put the guerrillas under greater pressure. 
In the past two years the Russians have 
started using small units of elite troops to 
ambush guerrilla convoys at night. Local 
people guide these units, which are land- 
ed by helicopter a few miles from where 
the guerrillas are expected to pass. 
Nightscopes—which intensify images in 
the dark—and silenced weapons make 
such attacks even more effective. 

The Afghan government seems to be 





made at home, mainly under Russian 
licence. The Indians have access to de- 
signs for some of the newest Soviet equip- 
ment, for instance the MIG-29. But they 
are still uncomfortable with Pakistan's 
acquisition of 40 American F-16s, one of 
the best fighter aircraft in the world, 
equipped with Sidewinder air-to-air mis- 
siles. They are considerably better than 
anything the Indians have. America's 
agreement with Pakistan, confirmed on 
Mr Weinberger's stopover there, to pro- 
vide some sort of airborne early-warning 
system, and India's conviction that the 
United States provides Pakistan with in- 
telligence and up-to-date communica- 
tions and electronics, also make the Indi- 
ans uneasy. 
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A few go home, but the war isn't won yet 


getting more co-operation from ordinary 
Afghans, paying them to serve as militia- 
men or even informers. Local people, 
weary of guerrilla attacks that draw re- 
taliation upon them without achieving 
any lasting gain, sometimes ask the mu- 
jaheddin to move on. Reduced civilian 
support has forced the guerrillas to de- 
pend more on supplies of food brought 
in over the border. But the supply routes 
from Pakistan, stretching from Konar to 
Kandahar, are increasingly being mined, 
sometimes with  hairtrigger devices 
called tremblers. 

The government has tightened its grip 
on Kabul by virtually depopulating the 
area within a 30-mile radius of the capi- 
tal. Three security belts—chains of out- 
posts—have been set up around the city, 
and a fourth is being built. This has not 
stopped the guerrillas' missile attacks. 
They blew up an ammunition dump and 
demolished the Polish embassy’s com- 
munications centre in August. 

Even if they are under more pressure 
than before, the guerrillas too have 
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India's interest in getting the latest 
American technology reflects wider con- 
cerns. It has China, with which it fought a 
war in 1962, to think about. And Indian 
officials believe, perhaps wistfully, that as 
the second most populous country in the 
world India should be well enough armed 
to be recognised as a major power. 

This ambition might tempt India to go 
nuclear one day. Its “peaceful nuclear 
explosion" in 1974 proved that it could 
build up a nuclear armoury if it wished. If 
Pakistan were known to be building one 
up, no doubt India would too. But for the 
moment both countries seem to prefer to 
imply that they could do it if they wanted, 
while leaving the question of whether or 
not they have done it unanswered. 


INTERNATIONAL 





learned from experience, and continue 
to pull off successful attacks. A big one 
came in mid-August, when they cap- 
tured a fort at Farkhar. Guerrillas from 
five provinces joined forces for the at- 
tack under the command of Ahmed Shah 
Massoud. The co-ordination was impres- 
sive, as was Mr Massoud's achievement 
in extending his operations out of his 
base in the Panjshir Valley. 

Other successes have been patchy. 
The guerrillas are said to have enough 
guns, but are short of ammunition and 
sophisticated anti-aircraft weapons: the 
vaunted Stinger hand-held anti-aircraft 
missiles have yet to arrive from America. 

The best summary seems to be that the 
Russians are doing better but still have a 
war on their hands. But they have politi- 
cal goals as well. They clearly hope that 
their claimed pull-out will influence the 
climate of the current United Nations- 
sponsored consultations on Afghanistan. 
The intended target of the gesture is the 
third world. The Russians say they will 
withdraw completely when foreign inter- 
ference—meaning support for the re- 
bels—ends. The current “withdrawal” 
seems intended to demonstrate reason- 
ableness before the UN debate on Af- 
ghanistan on November 3rd. The num- 
ber of votes in favour of a Soviet 
withdrawal increased from 111 in 1980 to 
122 last year. Will the pull-out reverse 
the trend? 


Libya and Chad 
oic transit 


To give its military occupation of north- 
ern Chad some shred of respectability, 
Libya has for years kept a puppet-show 
going. The star of the show has always 
been Mr Goukouni Oueddei. In 1979 he 
had become the head of a “Transitional 
Government of National Union" (GUNT, 
as the local acronymics worked out) 
formed during a lull in Chad's complicat- 
ed civil wars. But Libyan forces soon had 
to be sent to its capital, Ndjamena, to 
prop him up, and after their withdrawal in 
1981 he went into exile in Libya with 
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several other GUNT members. 

Since 1983, when à fresh Libyan bid to 
take over Chad was blocked by France, 
which sent in troops to support President 
 Hisséne Habré's government, the rump 
_ GUNT has in theory ruled Chad's northern 
(mainly desert) region. In practice, Colo- 
. nel Qaddafi has controlled that region— 
where he hopes to find uranium deposits 
- as rich as those of neighbouring Niger— 
and has made the Chadian exiles in Tripo- 
. li dance to his chosen tunes. 

But most of his puppets have broken 
their strings. One after another, they 
have extricated themselves from Colonel 
Qaddafi's uncomfortably tight grasp, and 
. five of them are now ministers in Mr 

Habré's government in Ndjamena. A 

. notably severe blow to the rump govern- 

 ment-in-exile was the defection in June of 
its vice-president, Colonel Abdelkader 

Kamougué, the only remaining member 

of the GUNT who could claim to have a 
following in southern Chad. 

Now Mr Goukouni Oueddei himself 
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has tried to break loose—after finding 
that the Libyans’ affection for him was 
cooling. In August, at the Fada oasis in 
north-east Chad, a band of his followers 
clashed with those of another GUNT fig- 
ure, Mr Acheikh Ibn Oumar; and when 
this factional fight was resumed in early 
October the Libyan forces at Fada sided 
with Mr Acheikh’s followers, who were 
thus enabled to keep control of the oasis. 
On October 17th Mr Goukouni Oueddei 
sent out word, through a representative in 
Paris, that he would now be willing to 
come to terms with President Habré—but 
also that the Libyans had put him under 
what amounted to house arrest in Tripoli. 

The Libyans used to find Mr Acheikh, 
who has a tribal following in Chad's 
Arabised northern region, rather unbid- 
dable; and, unlike Mr Goukouni Oued- 
dei, he has no trailing clouds of legitima- 
cy. But he may now be the best puppet 
they can get. Last week Colonel Qaddafi 
authorised Mr Acheikh to make a West 
African tour and try to inveigle a scatter- 
ing of other Chadian exile groups, includ- 
ing Colonel Kamougué's, into joining a 
new line-up against the Habré govern- 
ment. The dance continues. 


Philippines 
A cease-talk deal 


FROM OUR MANILA CORRESPONDENT 


Both the vice-president of the Philip- 
pines, Mr Salvador Laurel, and its armed 
forces' chief, General Fidel Ramos, took 
a hand this week in efforts to hold Presi- 
dent Cory Aquino's government togeth- 
er. Their apparent aim was to keep the 
defence minister, Mr Juan Ponce Enrile, 
in the cabinet and to quieten the contro- 
versy surrounding him, most of which has 
been of his own making. 

For the moment they have succeeded. 
After a chat with Mr Enrile the night 
before, Mrs Aquino announced at a cabi- 
net meeting on October 22nd that there had 
been “not a cease-fire but a cease-talk" 
agreement from Mr Enrile. She in turn, 
responding to one of her defence minister's 
main criticisms, sounded tougher towards 
the communist rebels, saying she would 
impose a deadline if settlement talks did 
not soon make progress. 

Mr Enrile, who for 16 years had been 
President Ferdinand Marcos's defence 
minister, was an incongruous addition to 
the revolutionary government which 
came to power in February. But since it 
was his defection from Mr Marcos that 
finally turned the army against the former 
dictator, Mrs Aquino felt obliged to give 
him a cabinet post. Mr Enrile now claims 
that this was not a reward but part of a 


secret power-sharing agreement made 
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during the February revolution. 

Last week a presidential commission 
finished drafting a new constitution that 
will be put to a plebiscite in January. 
Approval would pave the way for local 
and congressional elections next May, 
and would also legitimise Mrs Aquino's 
presidency. But Mr Enrile's ally, Mr 
Renato Cayetano, has announced that his 
party—a convenient vehicle for Mr En- 
riles ambitions—will campaign against 
approval of the constitution because it 
does not provide for the immediate hold- 
ing of a new presidential election. 

The government claims that Mrs 
Aquino already has the right to a six-year 
term because she won the election in 
February, whatever Mr Marcos's follow- 
ers claimed at the time. But the minister 
of justice conceded this week that if the 
new constitution is not approved in Janu- 
ary, another presidential election will be 
needed. It seems Mr Enrile will join those 
who, between now and January, will be 
working for rejection of the constitution. 

His main charge against Mrs Aquino is 
that she is a weak and vacillating ruler 
surrounded by leftist advisers. Fear of 
communism is a potent force in the Phil- 
ippines, and large crowds have been at- 
tending rallies at which Mr Enrile has 
denounced the “communists” in the gov- 
ernment. He has also accused the govern- 
ment of conducting a witch-hunt against 
soldiers for human-rights abuses under 
Mr Marcos (although few have been 
arrested so far). He has expressed sympa- 
thy for local officials dismissed for being 
Marcos supporters, and he has gratified 
some businessmen by supporting their 
complaint that the government's seizure 
of properties believed to belong to Mr 
Marcos and his friends is undermining 
confidence and should be stopped. | 

But Mr Enrile does not have the sup- 
port of the all-important Catholic church, 
and the press thinks him untrustworthy. 
So long as General Ramos remains armed 
forces' chief, Mr Enrile is unlikely to be 
able to turn any large segment of the 
army against the president. And while 
Mrs Aquino retains her extraordinary 
popularity, his presidential ambitions 
must remain pipe-dreams. 

So far, Mrs Aquino has ignored both 
the growing chorus in her cabinet de- 
manding that Mr Enrile must go, and the 
allegations that he had advance informa- 
tion about last July's attempted coup by 
Marcos supporters but did nothing to stop 
it. She has dismissed suggestions that he 
has been trying to sabotage the peace 
talks with the communist guerrillas, 
which resumed last weekend. She be- 
lieves he must go eventually. But Mrs 
Aquino is an astute tactician. She wants 
Mr Enrile safely in the cabinet at least 
until the constitution has been approved. 
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Advantage to the Americans; but a cun- 
ning spin on the next ball coming over 
from Russia’s side of the net. For who, 
now that all the Russian support staff has 
been ordered to leave the American mis- 
sions in the Soviet Union, will wash the 
ambassador's shirt, mow his lawn, mend 
his loo and otherwise tend to his 
comforts? 

The Americans have won on numbers, 
expelling 55 Soviet diplomats for only five 
of their own in the latest round. They 
beat back their own fainthearts, aghast at 
so blunt a sideswipe during a post-summit 
moment of unusual intensity and 
delicacy. 

The heavens have not fallen in, the 
road to a Soviet-American agreement is 
no more serpentine than it already was. 
Mr Mikhail Gorbachev has joined his 
voice to President Ronald Reagan's 
in saying that the great issues of war : 
and peace should be kept distinct — 
from diplomatic tennis. But the 
Russians have revealed themselves 9 
as nifty players, where heavy-hand- — 3 
edness was the traditional 
expectation. S 

Tit-for-tat retaliation in bouncing 
diplomats back to their home base 
is considered, in diplomatic circles, 
a reasonable sort of thing to do. 
And, although it is not talked 
about, the grey area between diplo- 
mats and spies is more or less 
accepted as a respectable and stan- 

dard way of diplomatic life... 
The current sequence of. expul- 
sions began, an age ago, last March 
when the United States asked the 
Soviet Union to reduce the Soviet, 
Byelorussian and Ukrainian mis- 
sions to the United Nations from 
275 members to 170 by April 1988. 
The Soviet Union, questioning the 
| legali x 
feet until, in the middle of the bitter — 
EZ ikharov-Daniloff affair i in Sep- i 















Everyone for tennis 
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ty of this request, dragged its- : 








WASHINGTON, DC 


expulsion of five American diplomats 
from the embassy in Moscow and the 
consulate in Leningrad. 

This, the Americans contended, broke 
the ground-rules of retaliation; there i is no 


exact diplomatic equivalence between the 
Soviet mission to the UN and the Ameri-. 
can missions in the Soviet Union. So, on 
October 21st, they declared five Russian 

‘diplomats from the embassy i in Washing- 
ton and the consulate in San Francisco to- 


be personae non gratae. 
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for their expulsion, however, was not that 


ington and San Francisco. All 55, the five 
who have been named but can be r 

placed plus the 50 who are unnamed and 
.cannot be replaced, must be out of t 


. „ing the 260 Soviet nationals employed by 
. the American embassy and consulate in 
|o Russia to walk away from their jobs; the 

_ Americans were told that the number of 

_ their diplomats should not exceed the 

: number of Soviet diplomats in Washing- 
. ton and San Francisco; a strict ceiling. was 
imposed on the number of visitors, guests 

: and temporary assignments to the Ameri 


«€ because it is much cheaper to do 
























Precise tit-for-tat. But, in additior 
at the same time, the Americans or 
the expulsion of 50 other Soviet diplon 
or holders of diplomatic passports. ` 
State Department maintains that all 
were engaged in “activities incompatib 
with their diplomatic status". The rea 


they were spies but that the United States 
had chosen this moment to enforce a 
previous, but woolly, commitment to 
achieve parity between the 251 American 
diplomats in Moscow and Leningrad and 
the 301 or so Soviet diplomats in Wash- 


country by November Ist. 

Observers briefly held their breath. 
Then, next day, came the Russian re- 
sponse. Five more American diplomats 
were ordered to leave, including the mili- 
tary and naval attachés. 

The Russians then went further, orc 






















































can missions. 

The Russian missions are larger tha 
the American ones partly because the 
Russians, unlike the Americans, employ 
their own nationals as drivers, maint 
nance men, janitors and dome 
staff. The Americans employ $ 
et citizens in these jobs m 














3 the cost of importing, say; 
3j American gardener and his | 
is Amd family, finding them a 





ould, when multiplied se 
times over, severely squeez 
State Department's budget, 
— Congress, appalled by r 
— pionage scandals, has pr 
. parity in Soviet and Ame 
. numbers. The House. of Repr 
He ihe biam last year that. 
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AMERICAN SURVEY 


decided, instead, that the Russians 
should be brought down to the American 
level. 

The administration claims that the ex- 
pulsion of 80 Soviet diplomats (the 55 
from Washington and San Francisco plus 
the 25 from the UN mission in New York) 
has swept the major spy-masters from the 
United States. One of the main advocates 
of such decisive action was the attorney- 
general, Mr Edwin Meese. The State 
Department followed along reluctantly, 


Mid-term elections 


The thrill of the chase in Idaho 





Symms and cavalcade 


Sportsmen in Idaho—about 
half the state’s voters own a 
hunting or fishing licence— 


are banding together to support the Dem- 
ocratic challenger for the Senate seat. 
The hunters and fishermen, like most 
other Idahoans, incline towards the Re- 
publican party; no state, except for Utah, 
is keener on President Reagan. But the 
threat, albeit a faint one, that developers 
may endanger the state’s elk herds and 
trout streams has stimulated these indi- 
vidualists into forming a political action 
committee to back Governor John Evans 
in his close fight against the one-term 
Republican incumbent, Senator Steve 
Symms. 

Although in character and political phi- 
losophy the two men are as chalk to 
cheese, the environment is one of the few 
lively issues in the campaign. Mr Symms 
is folksy, gregarious, one of the boys, 
though he has toned down his earlier 
flamboyance. He swings in from the mav- 
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and is now caught with the consequences. 

To the extent that the withdrawn Soviet 
workmen cannot be replaced by other 
people (unless a diplomat is brought 
home to make way for a plumber), life 
will be pretty uncomfortable for the 
American missions in the Soviet Union. 
A former American ambassador to Mos- 
cow was asked, after the Russian action, 
whether a few key diplomats or his whole 
maintenance staff would be the greater 
loss. Guess what he answered. 





erick right, boldly criticising his benefac- 
tor, President Reagan, as one of the two 
Irishmen (Mr Tip O'Neill, the speaker of 
the House of Representatives, being the 
other) who let the country down by being 
too eager to please on such matters as 
social security cost-of-living increases. 

Mr Evans is a warm, decent man who 
looks a bit like a friendly bank manager 
and sends his listeners to sleep with his 
speeches. A rather conservative Demo- 
crat in a Republican state, working with a 
legislature that is Republican-controlled 
(and which for the past two years could 
override his veto), he sees himself, of 
necessity, as a mediator and compromise- 
builder. He supports Mr Reagan's foreign 
policy as keenly as Mr Symms does, is 
careful on social issues and has devoted 
most of his energy in the past few years to 
balancing hard-times budgets. Environ- 
mental and labour issues, however, are 
his strong suit. 

The environment is not peripheral to 


Idaho. The state has only about Im 
people but more roadless wilderness than 
any other part of the country except 
Alaska, with nearly two-thirds of its terri- 
tory publicly owned. Mr Symms, who 
comes from a family of apple-growers and 
wine-makers, says he wants to protect 
Idaho's rugged beauty as much as the 
next man; but he calls for multiple use of 
the non-protected wilderness areas and is 
much more inclined than Mr Evans to 
support the lumbermen or big ranchers in 
their fight with the environmentalists. 
There have been bitter little battles over a 
short stretch of road that might have cut 
off the elk from their winter pasture and 
over a bill, vetoed by Mr Evans, that 
would have protected the timber industry 
from responsibility for the damage done 
to fishing. 

The environmentalists say that they are 
not blind to Idaho's economic bleak- 
ness—at least one in four jobs in the state 
is related to farming, the timber industry 
is struggling and the mining industry has 
gone under—but tourism, they claim, is 
what can save Idaho. 

Mr Symms has the advantages of in- 
cumbency, warmed by a reflected glow 
from the presidency. And he is tidily 
helped by two recent bits of legislation 
that showed him to be a man after Idaho- 
ans' own hearts. Choosing its timing, the 
administration decided last week to im- 
pose a tariff on Canadian lumber, a 
decision for which Mr Symms takes the 
credit. And, no less popular in a state 
with long empty roads, Mr Symms pushed 
a bill through the Senate that would have 
raised the speed limit on rural interstate 
highways from 55mph to 65mph. 

The polls have consistently shown Mr 
Symms and Mr Evans running even. So 
immense energy, hand-shaking (Mr 
Symms, in his “Apple Corps Express" 
campaign bus, has set out to visit every 
town and village in the state), moderately 
scurrilous television commercials and sev- 
eral million dollars are being expended on 
those few who are undecided. It would be 
much cheaper and a lot more effective, 
said one observer, to take them all out to 
dinner, especially as the undecideds are 
said to be younger than average, better 
educated and more women than men. 

Mr Symms claims that a big turn-out is 
bound to re-elect him, since there are 
simply more Republicans than Demo- 
crats in the state. Yet Idaho's Republi- 
canism is enriched by a vivid streak of 
western populism. The political parties 
are shallow-rooted, their machines do not 
exist. Idahoans are suspicious of govern- 
ments, monopolies and party politicians. 
This can produce, at one end of the scale, 
an odd-ball bunch of racists; at the other, 
it resulted in the election, for four terms, 
of the late Senator Frank Church, who 
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was Democratic, cosmopolitan—and | 


populist. Nobody could call Mr Evans a 
populist. But it is a streak that makes 
politics in Idaho pleasantly 
unpredictable. 





Hocky Mountain 
low 


DENVER 


Democracy can sometimes 
be a dispiriting business, as 
the current scramble to 


claim the Senate seat being given up in 
Colorado by Mr Gary Hart repeatedly 
shows. The views and voting records of 


. En ^: E ^ EB 
the two candidates—Congressman Ken 
Kramer for the Republicans and Con- 
gressman Tim Wirth for the Democrats— 
suggest they offer the voters a clear 
ideological choice. But a campaign 
marked by accusation, innuendo and mis- 
representation has largely eclipsed the 
philosophical differences between them. 
As they slither up and down the greasy 
poll of public opinion—the most recent 
survey put Mr Kramer a statistically insig- 
nificant four points ahead of Mr Wirth, 
though only a week earlier their positions 
had been the other way around—they 
seem, to the casual eye, separated most 
by their style. 

Two televised debates last weekend, 
one in Denver, one in Grand Junction in 
the western part of the state, brought out 


^ | T "L1 Pu PU AN 
, 













br 0a) 
4 T 
1 4 


Le ss «al 


PW —. 
Ti í "it j ' 


| AMERICAN SURVEY - 
this contrast. Mr Wirth, tall, good-look- 
ing, self-assured to the point of glibness, — 
might have come from central casting ina S 
political soap opera. Mr Kramer, stocky, 
fuzzy-haired, stumbling over his words 
and occasionally blanched with anger, 
seemed like a pugnacious terrier snapping 
at an elegant Dalmatian. i 

The debates did allow some discussion _ 
of issues in rather greater depth than the 
30-second radio and television commer- 
cials, mostly critical, that had played such S 
a large part hitherto. In particular, they 
allowed Mr Kramer to explain his com- 
mitment to Mr Ronald Reagan’s Strategic _ 
Defence Initiative, one he has held even 
longer than the president: Mr Kramer _ 
represents Colorado Springs, home of the _ 
Air Force Academy and many retired — 
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only through his commercials; but these 


California's trial by cathode 


The contest in California 
> between Mr Alan Cran- 
9 ston and Mr Ed Zschau is 
critical to control of the Senate; but the 
fight has been over control of the televi- 
sion screen. The candidates have con- 
centrated their energies not on. public 
debates or hand-shaking round the 
neighbourhoods, but on 30-second spots 
in the limelight. Of the $20m being spent 
in total by the two contestants, more 
than 80% has been going to make and air 
their commercials. The voter, irritated 
by the brief snippets of political charge 
and counter-charge that interrupt his 
favourite programmes, is reduced to the 
role of a spectator. 

Mr Zschau, a 46-year-old congress- 
man from Silicon Valley, is indebted to 
television; his adroit commercials in the 
Republican primary last spring enabled 
him to sweep to victory over six party 
rivals, most of them arch-conservatives. 
Mr Cranston, with the benefit of 17 years 
of popular incumbency, needed nothing 
to help him to victory in his own primary. 
Once past that stage, however, he began 
a blitz of commercials that left Mr 
Zschau scrambling. His targets are what 
he calls Mr Zschau's inconsistency and 
indecisiveness; Mr Zschau replies by 
calling the senator soft on drugs, ineffec- 
tual on the death penalty and one of 
Washington's most profligate spenders. 
Mr Cranston cannot altogether rebut 
those charges, and so Mr Zschau has 
lately been catching him up. He benefits 
from the fact that television lights do not 
flatter the gaunt and the balding. There- 
by may swing the votes in California. 

Television spots have had a similar 
effect on the governor's race. The in- 
cumbent, Mr George Deukmejian, a 
Republican, is facing the same man he 
narrowly defeated in the same race four 
years ago, Mr Tom Bradley, the three- 
term mayor of Los Angeles. But his 
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occupancy of the top state office now 
gives Mr Deukmejian the lion's share of 
media attention and campaign money. 
He has gathered more than $11m for his 
re-election drive (read: his commer- 
cials); Mr Bradley has scraped up no 
more than $5m. 

It is the lieutenant-governor's race, 
however, that best illustrates the effec- 
tiveness of television spots. Mr Mike 
Curb, a Republican, is trying to displace 
the present incumbent, Mr Leo McCar- 
thy, a Democrat. Mr McCarthy is a 
diligent political figure, formerly the 
Speaker of the lower house of the legisla- 
ture. Mr Curb is a curiosity in politics, a 
folk singer who uses his highly successful 
recording company as a source of cam- 
paign money. Neither man has faced his 
rival in debate nor met on the same 
platform. In fact, Mr Curb has been 
virtually invisible in the flesh, known 








have brought him to within 4% of his 
rival in current opinion polls. 

Both parties intend, and need, to 
launch a vigorous "get out the vote" 
campaign on November 4th. Democratic 
leaders hope, however, that Democrats 
will be drawn to the polls by some of the 
dozen propositions on the ballot. These 
range from bonds for new schools to the 
controversial measure, proposed by the 
faction of Mr Lyndon LaRouche, that 
would classify AIDS as a contagious dis- 
ease possibly requiring quarantine. Oth- 
er measures would impose a strict ban on 
toxic substances in drinking water and 
declare English the official language of 
the state. And Republicans are expected 
to vote as one against the confirmation 
of the Democratic chief justice, Miss 
Rose Bird, and two other Democratic 
justices. Chief Justice Bird too has been 
undermined by the inevitable 30-second 
spots, in this instance showing appeals by 
parents of children whose killers have 
escaped the death penalty. 
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airmen, some of whom persuaded their 
congressman of the virtues of star wars 
back in the early 1980s. Mr Kramer takes 
pride in his role in bringing space labora- 
tories to his district and with them thou- 
sands of jobs; now he wants to make 
Colorado the "space capital of the 
world". 

Even before Reykjavik, this could have 
been a potent declaration. Fortunately 
for Mr Wirth, Mr Kramer's enthusiasm 
ran away with him. In the aftermath of 
Iceland, he announced that he wanted to 
see $1 trillion spent on SDI over the next 


= 25 years—an average of $40 billion a 


year, which, as his opponent quickly 
pointed out, would either emasculate oth- 
er parts of defence or bust the budget. 

The issue, however, is awkward for Mr 
Wirth. He has been sceptical of star wars 
in the past, describing the project as 
"cockamamie" and bringing to his side on 
the campaign trail one of its most forceful 
critics, Mr Carl Sagan, the telegenic Cor- 
nell astronomer. Now, conscious that SDI 
is not just a foreign-policy issue in Colora- 
do but also a matter of jobs, he is more 
guarded, declaring his support for a **pru- 
dent" programme. 

In a similar shift, Mr Kramer is trying 
to pass himself off as a friend of Colora- 
do's environment, despite a voting record 
in Congress that earned him the hostility 
of most environmental groups. Pollution 
is a persistent worry to Coloradans both 
native and adoptive; many people have 
come to the state partly at least because 
of its spectacular scenery and outdoor 
attractions, and tourism is a money-mak- 
er to rival military spending. 

But a large brown cloud often hangs 
over Denver; water supplies in several 
parts of the state are imperilled; and the 
Rocky Mountain Arsenal, just north-east 
of Denver, has the distinction of being the 
most polluted piece of ground in the 
world. 

One of the curious features of the 
campaign is the number of issues that do 
not seem to be of interest either to the 
candidates or to the voters. Mr Kramer 
and Mr Wirth differ openly about Ameri- 


= can involvement in Nicaragua. They vie 


with each other for the least plausible way 
of reducing budget deficits: Mr Wirth 
professes faith in Gramm-Rudman and 
selects for the chop programmes such as 
those for tobacco farmers, the Appala- 
chians and deep-water ports that are 
safely remote from Coloradans; Mr Kra- 
mer opts for an across-the-board freeze, 
topped off with a  balanced-budget 
amendment to the constitution. But abor- 
tion, immigration, school prayer and 
even crime seem to excite few passions. 
In the absence of emotive issues, the 
candidates are resorting to advertising. 
Each had raised more than $2.5m at the 
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Space-age Kramer 


end of last month, though the Republican 
will certainly outspend his opponent by 
election day, and outsiders, ranging from 
property agents to the National Rifle 
Association, are also forking out heavily 
in "independent" support of Mr Kramer. 
President Reagan has campaigned for his 
man, too, and is due back soon; he will 
attract money ($900,000 last time), 
though not necessarily, say the local pun- 
dits, votes. 

Perhaps Mr Kramer’s strongest hope 
lies in the fact that Colorado, though 
more liberal than other Rocky Mountain 
states, is an increasingly conservative 
place where conventional Democratic 
politicians have been on the defensive for 
years. In order to win, Democrats have to 
have, in some combination, exceptional 
qualities, heterodox views (preferably 
conservative, unless, like Congresswom- 
an Pat Schroeder, they represent a dis- 
proportionately young and educated elec- 
torate) or lamentable opponents. Mr 
Wirth has a distinguished record in Con- 
gress, but he is not conservative and he 
has failed to paint Mr Kramer as unaccep- 
tably extreme. 

The only outside factor working in Mr 
Wirth’s favour is economic: Colorado’s 
unemployment rate, at 7.1%, is higher 
than the national average for the first 
time in more than 16 years, and the state, 
booming not so long ago, is now smarting 
from the collapse in agricultural and oil 
prices and, in Pueblo in the south, the 
travails of the steel industry. If the discon- 
tented blame the Republicans, and take 
the trouble to vote, Mr Wirth may just 
hold the seat for the Democrats on No- 
vember 4th. 





The curious ways of 
Vermont 


BURLINGTON 

| Vermont is good to incum- 

bent politicians. No sitting 

) senators and only two gov- 

ernors have been voted out this century. 

This year, with the state sharing in the 

snow-belt boom and with no pressing 

local grievances, Vermonters seem un- 

likely to break with tolerant tradition. 

But a constitutional quirk could yet turn à 

winner into a loser or leave the state 

without a governor-elect until next 
January. 

Senator Patrick Leahy, who confirmed 
Vermont's evolution from rock-ribbed » 
Republicanism by becoming its first - 
Democratic senator 12 years ago, is now 
exploiting incumbency for all it is worth. 
He was the fourth-biggest user of the 
Senate's free postage privilege this ses- 
sion, deluging the state's 325,000 voters 
with newsletters paid for by the govern- 
ment. As the ranking minority member of 
the intelligence committee in a year of 
terrorism and spy scandals, he has basked 
in prime-time television exposure. And, 
unusually for a Democrat, he has raised 
more money than his Republican chal- 
lenger. All this has reduced the clever 
former governor, Mr Richard Snelling, to 
snappish frustration and aggressive nega- 
tive campaigning, to which the prema- 
turely silver-haired Mr Leahy turns a 
senatorial cheek. 

Vermont’s other Democratic incum- 
bent, Governor Madeleine Kunin, who 


squeaked into office two years ago, start- ==» 


ed this race even farther ahead than Mr 
Leahy. But she is less sure of finishing 
first. According to the state’s 200-year- 
old constitution, she needs to win a clear 
majority or the choice will be left to a 
state assembly that is not bound by the 
popular vote. As recently as 1976, the 
legislature, then in Republican hands, 
chose a Republican as lieutenant-gover- 
nor even though the Democrat had won 
more votes. The assembly is now evenly 
divided between the parties, but the bal- 
ance may be altered by the November 
election. 

Until a few weeks ago, Mrs Kunin 
seemed unassailable. She had pre-empti- 
vely blunted Republican attacks on high 
spending and high taxing by turning a 
$36m (Republican) deficit into a $9m 
surplus and promising tax cuts to come. 
Then she was caught out, covering up a 
$25,000 payoff to a dismissed state em- 
ployee. Her Republican opponent, Mr 
Peter Smith, who had been groping for a 
campaign issue, promptly found one. He 
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has been impugning the governor's hon- 
our ever since, accusing her of secret 
plans to raise taxes and to usurp local 
authority over land use. Mrs Kunin has 
been forced into extra fund-raising to 
make sure her denials are heard. 

Her chief rival for donations is proba- 
bly the campaign for a state Equal Rights 
Amendment, which is said to be the 
hottest political contest in Vermont this 
year. All the candidates except an inde- 
pendent conservative have endorsed the 
ERA, but Mrs Kunin is the main target of 
anti-feminist anger as well as the main 
focus for pro-ERA money and political 
energy. She has also lost some support to 
an independent socialist, Mr Bernie 
Sanders, the mayor of Burlington, al- 
though his quixotic campaign has raised 
only $35,000—one-seventh as much as 
Mrs Kunin and Mr Smith—and is expect- 
ed to win only 10% of the vote. Mr 
Leahy's $1.5m fundraising drive has un- 
doubtedly siphoned even more Demo- 
cratic dollars away from the governor and 
is unlikely to confer any compensating 
coattail effect; Vermont voters are sea- 
soned ticket-splitters. 

Vermont became a two-party state in 
the 1960s, partly as a result of an influx of 
rural-refuge-seekers (among them Mayor 
Sanders, formerly of Brooklyn). These 
people lent an anti-nuclear, pro-environ- 
ment tinge to Vermont politics, as well as 
a pottery-weavery cuteness to its towns. 
Both endure, tempered by old Yankee 
thriftiness and the assertive parochialism 
of a tiny state where the tradition of town 
meetings is still observed. All the candi- 
dates except the independents are duly 
competing for credentials as environmen- 
talists, fiscal conservatives and states- 
(and community-) righters. 

Republicanism here is not of the full- 
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blooded Ronald Reagan variety. Mr 
Snelling supports abortion rights, op- 
poses military aid to the Nicaraguan con- 
tras and admits he might even vote for “a 
mild tax increase" to reduce the deficit. 
These stands have led some local conser- 
vatives to rally round an independent 
right-winger, Mr Anthony Doria, who 
decisively lost to Mr Snelling in the Re- 
publican primary. The only remaining 
hope of stemming these defections and of 
catching up with Mr Leahy is a long- 
promised morale-raising visit by the 
Great Campaigner. But as that presiden- 
tial promise dims, so does the prospect of 
a Republican gain in Vermont. 

Mr Leahy is campaigning on a different 
plane. His star visitors have been Dear 
Abby, the agony aunt, and Superman. 





North Dakota's 
anguish 


GRAND FORKS 


| „Æ North Dakotans welcomed 
5 Mr Reagan last week with 
hoopla, ovations and 
marching bands; it is not that often (16 
years ago to be precise) that a president 
drops in at Grand Forks. Mr Reagan was 
calling on behalf of Senator Mark An- 
drews, the Republican incumbent; it was 
not, however, quite as comfortable an 
occasion as he is accustomed to. His 
drum-beat on the Strategic Defence Ini- 
tiative, received with cheers, was a little 
off-key given Mr Andrews’s disagree- 
ment with the president over star-wars 
money. Mr Andrews ranks fourth in the 
list of Republican senators who are likely 
to oppose the administration’s policies, 
an awkwardness that was evident in the 
guarded courtesy between the two men. 

Recollecting where he was, Mr Reagan 
made a brief ritual obeisance to North 
Dakota's economic troubles. He was 
speaking to a young, partisan and excited 
audience. Yet, even with them, his insen- 
sitive remarks on farming and the farm 
bill fell flat as a pancake. 

North Dakotans, and there are only 
about 650,000 of them, mostly of Norwe- 
gian and German stock, give Mr Reagan 
high marks for performance but dislike 
his farm policy by a margin of three to 
one. Their state is in as bad a way as any 
in the union, with its farms, shops and 
rural services disappearing. Personal in- 
comes have dropped more sharply in 
North Dakota than anywhere else; 11% 
of the state's farmers are bankrupt; the 
rate of migration, particularly of the 
young, is hitting records. In Velva, a little 
country town about 150 miles west of 
Grand Forks, the brand-new sunflower- 
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crushing plant is being used for storage, 
the generating plant is on standby and the 
coal mine is idling down. 

Mr Andrews's Democratic rival, Mr 
Kent Conrad, came into the race from 
nowhere and with no money; as the 
state's tax commissioner, he won his spurs 
by chasing out-of-state companies for 
their fair share of taxes. The success of his 
campaign is surprising everyone, himself 
included. He is ready with semi-solutions 
to the present woes. He would convene à 
meeting of larger-scale commercial farm- 
ers to try to balance supply with demand, 
and to find a way of distributing excess 
food to the hungry; he would design the 
farm bill so that the benefits flowed to 
family farmers rather than to agri-busi- 
nesses; he would restructure farm debts. 
Electing him, he says, will send the un- 
mistakable message to Washington that 
things cannot just drift on as they are. 

That appeals to the hearts and minds of 
North Dakotans. Nobody blames Mr An- 
drews for the bad times—he has probably 
done what he could—but his re-election 
would carry a far less urgent message. In 
addition, many voters, including Republi- 
can loyalists, have doubts about Mr An- 
drews. A farmer who has represented 
North Dakota in Washington for 23 years 
(mainly in the House of Representa- 
tives), he is deemed to have become a bit 
unfriendly. People frowned when he, a 
wealthy man, brought a multi-million 
dollar medical-malpractice suit against 
the hospital and doctors who treated his 
wife. And, a scandal by association, eye- 
brows were raised when a lawyer friend of 
his turned out to have hired private 
detectives to investigate Congressman 
Byron Dorgan, a local Democratic hero 
and Mr Conrad's mentor. 

When Mr Conrad took the baton from 


. . . while the High Plains wither 
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Mr Dorgan last January, he was a good 30 
points behind Senator Andrews. The seat 
was the senator’s to lose. North Dakota 
has a record of turning on the incumbent; 
its state-owned bank and mill are legacies 
from radical interludes in its conservative 
history. But it is a mark of North Dako- 
ta’s desperate times that the two men are 
now just about running level. 


George Mason University 


A Nobel prize for 
public choice 


FAIRFAX 


Was George Mason, the Virginia legisla- 
tor whose visionary ideas influenced the 
American Declaration of Independence 
and particularly the Bill of Rights, moti- 
vated chiefly by a concern for the general 
welfare, or rather by self-interest? Ac- 
cording to the theory of public choice, 
politicians like George Mason are just 
like other men, driven chiefly by egocen- 
tricity, not altruism. With the awarding of 
the Nobel prize for economics to Mr 
James Buchanan, the public-choice the- 
ory’s foremost exponent, this relatively 
new branch of economics has received the 
ultimate accolade. And, even though 
George Mason himself may lie insulted in 
his grave, the university founded in his 
name is basking in reflected glory. 

In giving the prize to Mr Buchanan, the 
Nobel committee has honoured a theory 
and a university much in keeping with the 
spirit of the American age. The theory 
puts primacy on the fundamental selfish- 
ness of man, from which its followers 
draw policies hostile to government and 
friendly to markets and competition. The 
university, born less than 30 years ago in 
Fairfax, Virginia, with 17 students, has 
built itself up into an institution of inter- 
national repute. Both theory and univer- 
sity have their roots in the sunbelt, but 
their influence is now extensive, particu- 
larly in the Reagan administration. 

Public-choice theory teaches that, be- 
cause politicians respond to pressure 
groups and the desire to be re-elected, the 
actions of governments will often create 
or magnify market imperfections rather 
than overcome them. From this its follow- 
ers tend to argue, logically, that the 
actions of government should be limited. 
Hence the popularity among public- 
choice theorists of a constitutional 
amendment to require a balanced budget, 
of deregulation and of minimal antitrust 
efforts by the government. 

The theory also holds that large ac- 
tions, not small ones, are needed to bring 
about change. So out goes fine-tuning, in 
come the Reagan tax-cutting measures 


36 


and all pressures for sweeping tax reform. 

Among those who openly admit their 
debt to this approach are Mr James 
Miller, Mr Reagan's budget director, who 
often talks to economists at George Ma- 
son; Mr Phil Gramm, the Republican 
from Texas; Mr Manuel Johnson, the 
vice-chairman of the Federal Reserve; Mr 
William Niskanen, a former member of 
the president's Council of Economic Ad- 
visers; and Mr Robert Tollison, formerly 
at the Federal Trade Commission, now 
on the staff at George Mason. 

All these look to Mr Buchanan and Mr 
Gordon Tullock as the fathers of the 
theory. Together these two men were 
lured to George Mason in 1983 in a 
manner typical of the upstart university. 
Anxious to build up his economics facul- 
ty, George Mason's president, Mr 


Egocentrics hard at work 


George Johnson, simply acquired the 
Centre for Study of Public Choice which 
Mr Buchanan had been in charge of at 
Virginia Polytechnic Institute; with it 
came six professors, including Mr Tul- 
lock. Mr Buchanan was offered a fat 
salary—$114,000 this year—about a third 
of which was provided by a foundation 
headed by a local banker; the state of 
Virginia matched this private grant. 
Within less than a year of Mr Buchanan's 
appointment, some $800,000 in private 
research money had rolled in. 

Law is another discipline in which 
George Mason now has a reputation, and 
for similar reasons. In 1979 it acquired the 
International School of Law, a small 
outfit in Arlington, Virginia, with a reli- 
gious bent and no accreditation from the 
American Bar Association. Mr Johnson 
reckoned that local lawyers wanted a law 
school nearby; he was vigorously assisted 
by a Virginia developer and successfully 
lobbied the state legislature for money. 
This year, the law school, now housed in 
an old Arlington department store, has 


won full accreditation from the ABA and, 
in contrast to other law schools, is receiv- 
ing ever more applicants. 

Its fame, however, probably rests on 
the fact that it is home to the Centre for 
Law and Economics, one of the increas- 
ing number of places in America where 
economic analysis of legal issues is in 
vogue. Followers of this school believe 
that microeconomics can be applied not 
just to areas of the law such as antitrust 
enforcement and liability suits but also to 
criminal cases and civil disputes. The 
movement’s influence extends well be- 
yond law schools: several federal judges, 
notably Judge Richard Posner and Judge 
Robert Bork, the latter often mentioned 
as a possible Supreme Court justice, are 
exponents, and more than 250 federal 
judges have been sent by the Justice 





Department for special courses in “law 
and economics” at George Mason. In- 
deed, more than a third of the federal 
judiciary has gone through the similar 
programme instituted by Mr Henry 
Manne at the University of Miami. He 
has now become dean of George Mason's 
law school. 

The third area in which George Mason 
has established itself is engineering. Hav- 
ing looked at the local economy—some 
800 high-tech companies and all the pur- 
chasing power of the federal government 
in nearby Washington, DC—Mr Johnson 
decided that local firms would support an 
effort to build up an engineering school 
based on information technology, elec- 
tronics and systems engineering. He was 
right. The first such institute in the coun- 
try was established at George Mason last 
year, with $3m from local businesses, 
$12.7m from the state and a head seduced 
from the University of Virginia. 

Now George Mason wants to branch 
out into the arts and humanities. It has 
already recruited one of the rising stars of 
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THE XO COGNAC by REMY MARTIN 


Exclusively Fine Champagne Cognac 


Martin XO is a superior XO cognac as it is made exclusively from grapes grown in 
s. la Grande and la Petite Champagne. By official decree, only such a cognac is entitled to be named 
“Appellation Contrólee Fine Champagne Cognac: 
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AT&T is building iain 
crystals atomic layer by atomic layer. 

The reason? To help electrons 
reach their full potential. 

In our world of rapidly increasing 
information needs, the more data we 
have, the faster it has to be processed. 
And today, the key to faster processing 
is faster electrons. 


Speed Is Of The Essence 
Electrons in silicon—the most widely 
used material in the semiconductor 
industry—move quickly. But not quickly 
enough for many increasingly sophisti- 
cated applications, like real-time speech 
and image processing. 

Now, silicon has just about 
reached its electron speed limit. For 
faster electrons to meet special needs, 
new materials are the key —new 
materials, not found in nature, built 
«x ~, from the atoms up. 

ay PI Going Flat Out With Atoms 
fag . Tailor-making new materials uses a 
& X form of atomic spray painti ng called 
| Molecular Beam Epitaxy (MBE). 
Invented and perfected by 
AT&T Bell Laboratories scientists, 
MBE creates ultra-thin, extra- 
-: ordinarily uniform films of selected 
elements. To prevent contamination, 
individual layers are sprayed onto a sub- 
strate in a vacuum containing 100 
billion times fewer atoms than in the 
earth's normal atmosphere. 

Finished films are uniformly flat 

to plus or minus one atom in depth. 


Electrons That Move Like Rockets 
In one application, AT&T constructed 
material using crystal layers of 
gallium aluminum arsenide and gallium 
arsenide. The gallium arsenide was 
kept pure, while the gallium aluminum 
arsenide layer was seeded, or doped, 
with carefully controlled impurities— 
sources of needed electrons. 

These electrons are drawn in 












droves to the face of the pure layer. Here, 


unimpeded by impurities, electrons 
can rocket across t the Tan tore gate 















speed n 
device switched : 
Spray painting with atoms. logic circuit on 0i 
off in 5.8 picoseconds (trillionths ofa 
second) —that's 170,000,000,000 times i 
a single second. 


Putting The Future On The Beam 
Molecular Beam Epitaxy has also _ 
enabled Bell Labs to produce a semi- 
conductor that replaces electricity — 
with... apas 
Built of 2,500 precise, alternate 
layers of gallium arsenide and gallium 
aluminum arsenide, the chip contains 
four photonic switches that are turned 
on and off by light beams, much the \ 
electronic transistors are activated by 
electrical charges. 

This light switch presages a day 
when opti computers will process 
information 1,000 times faster than __ 

resent electronic co p A day | 
rought closer by AT&T” layered 
technology. 


AT&T publishes a magazine called PROTO, : 

a report to managers on how AT&T | 

technologies are being used in advanced 

communications products and services. 
For a free copy of PROTO, write: 

PROTO Circulation Manager, AT&T 

Bell Laboratories, Box B, 

101 John E Kennedy Parkway, Short. Hills, | 

New Jersey 07078. | 
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May we serve you one of Mamma Rusconi's personal specialties? 


This winter, on selected flights throughout Europe and North Africa, Swissair will be 
offering a tasty change of pace: a feast of delicious dishes and choice wines from Ticino. 
one of the most gifted culinary regions in Switzerland. After all, what better way to reach 
a traveler's heart than through his stomach? swissair á” 



























































| € purchasers of divesting American compa- = 
-. . mies: of 23 that have already pulled out 
^. thi 


fame and, án i due course, excellence. | 


South Africa 





Divestment i is confounding both its critics 
and its proponents. Now IBM, General. 
Co Motors, Honeywell and Warner Commu- a 
nications have joined the lengthening list. 
of American corporations that are leaving 


South Africa for both economic and polit- 
ical reasons. The manner of their going 
confirmed that American divestment will 
not necessarily reduce black employ- 


ment; but neither will it tighten an eco- : 


nomic vice on the white government. 

IBM and GM will be selling their South 
African subsidiaries to the companies’ 
local managers in return for payment out 
of future profits (if any). They will enable 
their successors to operate as before by 
continuing to supply components from 
abroad. IBM will also make the buyout 


easier by providing an infusion of capital. 


in time to beat the November 12th dead- 
line, when the congressional ban on new 
American investment in South Africa 
takes effect. 

What is not clear is whether the new 
South African entities, stripped of their 
American signboards, will continue their 
parents’ desegregationist policies. In re- 
cent years IBM and GM were among the 


most outspoken advocates of political- 


change in South Africa, though both had 
to be put under pressure to stop supplying 
apartheid agencies with the tools of their 
trade. IBM has promised to maintain a 
five-year $15m commitment to black edu- 


cation and business development. Both 


IBM and GM are urging their buyers to 
adhere to the Sullivan principles, the code 
of anti-apartheid conduct for American 
companies. But their ability to commit 
the new owners remains to be proven. 
White South Africans are the main 


year, 14 were sold to South Africans, 














pany. support for local social — pro- 


grammes. Coca Cola, which announced || 


its impending withdrawal in September, 


said it was looking for black South: Afri- 


can investors to take over its assets (ex- 






E Southern. Christian” 


cept for the secret formula, which. will 





now be brought in from abroad) ; 
Cola had been under pressi j 





Ioue by — sa has been 
co more. effective: some 30 cities and 


five to foreign companies and three to | 
other Americans (one was liquidated). At - 

"least two of these new South African | 
managements have since cancelled com- 






ies and. one state, Maryland, are 


pal boycotts as a telling factor. 
Companies have also been influenced 
by shareholder resolutions for divestment 
which have intruded into at least 150 
annual meetings. GM won a respectable 
9% shareholder support this year. Divest- 
ment commitments by universities, pen- 


sion funds and public investors now ex- 
< ceed $20 billion. Some 15 states, 49 cities 


and 120 universities have ordered at least 


Shuttle fever 


Of. all the rejoicing in New York and 
Boston that this year's World. Series 
would be between the Mets and the Red 
Sox, perhaps none was greater than in 
the headquarters of Pan American Air- 
ways. Barely two weeks after starting its 
new shuttle service between the two 
cities, Pan Am had become the "official" 
. airline to the World Series and could be 
assured of ferrying a constant traffic of 
fans between the two baseball-crazed 
communities. 
For Eastern, which pioneered the ser- 
. vice 25 years ago, flying as many people 
as turned up in as many aircraft as it 


|. takes to carry them, Pan Am's intrusion 


(not only on the New York-Boston 
route, but on the New York-Washington 


| route as well) is awful. For travellers 


along the Bos-Wash corridor, however, 
accustomed. but not inured to a grimly 
utilitarian service, the alternative has 


been welcome. And for ticket-holders to 


the games, it has brought special bene- 
fits: a $39 fare instead of the normal $65, 
extra flights late at night after the games, 
free bus rides from the airports to and 
from New York's Shea Stadium and 
Boston's Fenway Park—and free Red 
Sox and Mets caps for all. 

Pan Am shuttlers go to and from the 
. Marine Terminal at LaGuardia airport. 


High-tech machines automatically issue — 
tickets at the drop of a credit card, but 
| the terminal has an agreeable flavour of |— 
_ the prewar era of Pan Am’s early clip- DENS 
pers: polished wooden benches still E ESNA 
| = pongath the rotunda's Art-déco: DERE Y 


efusing to do business with companies 
that deal, in various ways, with South 
Africa. Belland Howells cited selective 
contracting as a major reason for selling 
out its South African operation (for $1) 
“earlier this ` year. Xerox, which admits it 
. may do the same, has mentioned munici- 


the parent companies; for IBM and G 


Other investors, GM had been losing mor 
ey in South Africa for years. IBM was 


‘Mozart assaults the ears; soft drinks, — 


and the roar of jet engines every hour on 
-the half hour. 


er - all Minera companies e | npk 

than 1% of the black workforce. Soi 
African investments represent no m 
than. 196 of worldwide sales for most 





fraction is far smaller. Along with 1 


marginally profitable. 

Divestment activists concede that th 
impact of the sellouts will be largel 
symbolic, even if other companies follow. 
But they are beginning to look into ways 
to ensure that divestment furthers soci 
goals by transferring ownership to blac 
The alternative, as the administration | 
just predicted again, will be a fire sale 
South African whites. 


FROM OUR CORRESPONDENT ABOARD ` 


murals celebrating man's conquest of the - 
skies. Across an apron of newly poured _ 
concrete—-extensions to the terminal are — 
not. quite finished yet—the shuttler - 
boards one of Pan Am's wide-bodied A- . 
300 Airbuses (made in Europe). Only. 


beer, wine and snacks are dispensed by - 
cabin staff who can apparently discuss | 
batting averages and pitching techniques - 
in French, German, Polish or Japanese, 

Before the World Series, Pan Am's. 
shuttles were roughly three-quarters full. 
It is not yet clear how many passengers - 
they will retain when the baseball rush - 
subsides: regular Easterners may not 
want to switch from one frequent-flier 
programme to another. But only one 
group unconnected with the business | 
vehemently hopes Pan Am's venture will. 
fail: those unfortunates who live close by 
the Marine Terminal, now faced with an 
influx of car-hire companies, road trafi 























4 cent t from R66-million to R92- million. This 


ye rover the previous year's figure. 


| The Company’ s dividends were raised 90 cents 


dated dividend cover moving to 4,8 from 4,3 times 
earnings. Over the last ten years the Group's earn- 
ings and dividends have grown at average rates of 
_ 23 per cent and 17 per cent per annum respecti- 
iS -vely. : 


LL SING NESE EERE OS 


O There was another considerable increase in in- 
come from mining investments from R36-million 
to R59-million. | 


Oe EAE ERNE OPS 
ERS 


"i Prieska Copper Mines, which i is nearing the end 
of its life, contributed 295 cents per share. to the 
Group’s consolidated profits. 


0 The Group's industrial companies performed 
very creditably under ‘difficult circumstances to 
produce an overall increase in earnings of 15 per 
cent for Anglovaal Industries Limited (AVI) 


1 AVI is reconstructing its authorised share capital 


; . this offer and has underwritten the balance of the 
: 1 shares ofi fered. 







those of the previous year. 


Oo T he average gold price i in rand. terms received 
by. the Group's gold mines was some 37, 5 per cent 
higher than the previous year. 


sD PN NA SO oe ENC ON OER 





z to the international coal market and the: possi- 





: f llows an increase in earnings of 25 per cent last e oura 
all ongoing nies Sir expenditure 


to 450 cents from 360 cents per share, the consoli- 


for purposes of a R104-million rights offer. Anglo- 
vaal will subscribe in full for its share entitlement of 


E ] Based. on the AVI. group's business. plans, i its : | 
| e rnings per share for the current year — after ad- 
. justment for the rights i issue — should at least match 


a J Notwithstanding the current uncertainties. relat- - 


bilit of additional sanctions, Grinaker Desert Spar - 
(Pty) Limited has: decided ¢ to fear Bevo, new 





, eins in the northern 








EL The Company, together with its investment sub- 
sidiaries and partners, spent R17-million (1985: 

R12-million) on exploration, research and the de- 
velopment of value-added projects. The corre- 
sponding expenditure for the current year could 
amount to about R31-million. Costs related to the 
possible acquisition of mineral rights as well as the 
Klipspruit coal mine development could absorb ap- 
proximately a further R42-million. 
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C In the light of the potential industrial and min- f 


ing developments mentioned above, the board is 
giving consideration to the desirability of raising 
additional funds. Shareholders will be informed in 
due course should it be decided to proceed with 
such plans. 









Basil E. Hersov, Chairman 
26th September 1986 







As at 26th September 1986 RT = £0.31 = US$045 


The annual general meetin Ki the Company will be held at 09h30 on 14th 
ain 1986 at Anglovaal House, 56 Main Street, Johannesburg, South 
Africa: 
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ally, and suffers 


— FROM OUR SPAIN CORRESPONDENT 


Spain may be more of a member of NATO 
than Spaniards had realised. In March 
they accepted the pre-referendum advice | 
of their prime minister, Mr Felipe Gonza- 
lez, to vote to stay in the Atlantic alliance 
o: a general sort of way, but to keep out of 
its military organisation. This month, 
however, a "secret memorandum" from. 
the Spanish government to NATO was 
published in Interviu, a popular magazine 
which specialises in uncovering girls and. 
news. scandals. The memorandum spoke 
of the government's readiness to seek a 
way round “the political problem" of the 
promises tied to the referendum, so that. 
Spain could co-operate with NATO's mili- 
tary forces. 
Interviu's report contained information | 
which the defence minister, Mr Narcis 
Serra, had considered too delicate to be. 
revealed to the Spanish parliament. The 
foreign minister, Mr Francisco Fernandez : 
Ordoüez, soon confirmed that it was 
more or less accurate. 7 
Even before the report was leaked, it 
was clear that Spain was a more active 
member of the alliance than France, the. 
ther country in the in-but-also-out cate- 
ory. Sitting on NATO's Atlantic council, - 
Spain is a member of the military and 
defence planning committees which - 
France pulled out of when it left NATO's 
military structure in 1966. Spain has ob- 
servers on the nuclear planning group, 
and Mod to attach eyed ind. Dt : 
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3onzalez tries to be a good di 















































forces would be commanded only by 
Spanish officers. 


During the referendum campaign the 
deputy prime minister, Mr Alfonso. 
Guerra, assured Spanish mothers. that . 


their sons would not be sent abroad to 
fight for other people. Mr Gonzalez in- 
sists that "neither our territory nor our 
military command are under NATO's mili- 
tary structure". Lord Carrington, NATO's 
secretary-general, has confirmed this. 
But things are not quite as simple as Mr 
Gonzalez would like Spaniards to 
believe. 

The memorandum reveals that dis- 
agreement with Britain over Gibraltar 
was the main obstacle to full Spanish 
membership of the alliance in 1982, when 
Spain came half-in: right-wing officers 
could not swallow the idea of having to 


work with or under British officers based 
in Gibraltar. Sensitivity over the Rock, 


which Mr Gonzalez describes as “a stone 
in Spain's shoe", is shared by the left. The 


government was embarrassed when NA- 
; TO's supreme commander in Europe, 


General Bernard Rogers, visited Gibral- 


.tar this month. His visit coincided with 
the publication of the memorandum, 


which suggests that, by contributing to 


- the alliance's defence system outside the 
- integrated military structure, Spain "gets 


round the problem of Gibraltar". 
The Spanish opposition has accused the 


prime minister of using misty words to 
ut conceal his true intentions. Some mem- 

^^ bers of the opposition also grumble that 
the government is not trying hard enough 


nd to obtain concessions in return for closer 
st. co-operation with NATO. Another of Mr 
^c Gonzalez's pre-referendum promises was 
v- to arrange a cut in the size of the Ameri- 
- can military presence in Spain; but talks 





defence of coe alliance andik to co-ord inate 

Spanish military tasks with those of the 

allied- forces, especially in the huge 
swathe of sea between the d edis Islands- 
and the Balearics. 1 The c ‘only con ition was 





nish ber hip of the alliance (including j joining Deeper in tha 


D. with the Americans on this subject have 


so far got nowhere. The Americans won- 
der whether the Spaniards are technically 
skilled enough to take over some of the 
jobs done by: the 12,500 or so American 


servicemen in the country. 


Most. parties to the right of the prime 
ists supported full mem- 





© but added the same conditions as 
Socialists against serving outside Spain. 


the military structure) in their pro- 
grammes for the general election in Ju e 


Now they are attacking Mr Gonzalez fot 
getting too close to the alliance. In th 
they are being as inconsistent as they 
were over the referendum, when conser- 
vatives asked their supporters to boycott 
the poll, despite their pro-NATO instincts. 
The former secretary of the conservative 
Popular Alliance, Mr Jorge Verstrynge 
commented acidly that Spanish parties 
have yet to learn that opposition does not 
mean being against the government to the 
point of betraying principles. 

The. centre-right opposition's ambiva- 
lence about NATO is due in part to the 
lingering influence of Francoists. These 
people have always been hostile to Amer- 
ica and NATO, even though they grudging- 
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ly accepted the American bases because 
they brought financial aid and conferred a 
degree of international respectability on 
the Franco regime. Although he is a 
democrat, the leader of the Popular Alli- 
ance, Mr Manuel Fraga, is a former 
Francoist minister who is still considered 
a hangover from the old “hard right". Mr 
Fraga's refusal to step down in spite of his 
party's failure in the June election cost 
the Popular Alliance its partnership with 
the small Christian Democratic group. 
Now Mr Verstrynge has walked out of the 
Popular Alliance, with three other depu- 
ties, claiming that it is "swinging to the 
right". 

Parties to the right and the left of the 
Socialists seem on firmer ground in criti- 
cising the government's “contempt of 
parliament" in the NATO matter. Depu- 
ties point out that it was the /nterviu 
report which forced into the open an issue 
which should have been debated in parlia- 
ment. They resent the fact that Mr Gon- 
zalez called a press conference to talk 
about the memorandum instead of dis- 
cussing it with them. They recall his 
criticism, when in opposition, of the re- 
luctance of one of his predecessors, Mr 
Adolfo Suarez, to appear before 
parliament. 

Mr Gonzalez shows an almost Fran- 
coist impatience with the slowness of 
parliament's ways. Parliamentary regula- 


. tions make debates so long that they can 


drag on for months. Mr Gonzalez did not 
attend question-time on October 15th 
because he was in Bonn at a meeting of 








the Socialist International. This week, 
parliament was in recess. But the opposi- 
tion is determined to keep on tabling 
questions about Spain and NATO until the 
prime minister answers them in person. 
The row will not go quietly away. 


French defence 
Count on us 


FROM OUR PARIS CORRESPONDENT 


Long the bad boy of the Atlantic alliance, 
France is savouring its new role as a 
prodigal son returning, in its own way, to 
the idea of a common defence. Both the 
conservative prime minister, Jacques 
Chirac, and the Socialist president, Fran- 
cois Mitterrand, hold loyally to the Gaull- 
ist doctrine that on defence France is in 
the end its own master. In private, French 
officials are much keener to talk about 
France's reliability than about its self- 
reliance. 

France's new virtue shines all the 
brighter when seen beside the state of 
things in Britain and West Germany, 
where anti-nuclear feeling, tinged with 
anti-Americanism, runs high in opposi- 
tion parties hoping to come to power 
before long. To Americans looking anx- 
iously at Europe, France seems almost 
too good to be true. Is it? 

Defence is one of the few items of 
spending in the 1987 French budget that 
are meant to increase in real terms. After 
inflation, the increase is expected to be 


Five hoops for Barcelona 


FROM OUR SPAIN CORRESPONDENT 


Whenever the inhabitants of Barcelona 
feel strongly about anything they gather 
as if by telepathy on the Ramblas, the 
tree-shaded avenues which run down to 
the harbour, where Christopher Colum- 
bus stands on a globe pointing out to sea. 
On October 17th striped Catalan flags 
and five-ringed banners waved between 
the trees above a huge cheering crowd. 

From Catalonia the excitement spread 
through the rest of Spain after the Inter- 
national Olympic Committee announced 
that Barcelona would be the site of the 
1992 games. King Juan Carlos almost 
deafened the city's mayor, Mr Pasqual 
Maragall, by chanting “Barcelona! Bar- 
celona!” down the telephone at him. 
After four unsuccessful bids in 66 years, 
Barcelona is the first Spanish city chosen 
to get the games. 

Victory this time was not unexpected. 
In a contest with Paris, Birmingham and 
other contenders, the Catalan capital 
could count on the moral support of the 
IOC's president, Mr Juan Antonio Sa- 
maranch, a loyal Catalan. The 1992 date 


was enough to ensure Latin American 
votes. It is the 500th anniversary of 
Columbus's discovery of America, 
whence he sailed back to Barcelona to 
report to Spain's king and queen. 

Having the Olympics gives Barcelona 
an excuse to bulldoze run-down districts. 
Warehouses and railway-lines cluttering 
up the seafront will give way to parks, 
avenues and a housing development 
which will serve as the Olympic village. 
Some 200-300 billion pesetas ($1.5 bil- 
lion-2.3 billion) will be pumped into the 
city between now and 1992, of which 100 
billion pesetas will be for organising the 
actual games. Private firms are to share 
the financial burden with the local and 
national governments. 

Some Spaniards are already fretting 
about medals. In the world swimming 
championships held in Madrid this sum- 
mer, Spain did not win a single one. For 
nearly 40 years General Franco's media 
force-fed sports coverage to Spaniards to 
keep their minds off politics, and today 
Spain's ten best-selling newspapers in- 








just under 5%. The bulk of this is to go on 
equipment. France's armed forces will 
have 11% more to spend on hardware, 
including nuclear weapons, after allowing 
for price rises. 

Among the big items in a five-year re- 
armament programme are a third nuclear 
aircraft carrier, an airborne early warning 
aircraft and a new jet fighter. France is 
also replacing its single-warhead M-20 sub- 
marine missile with the six-warhead M-4. 
And it is proposing to make a new long- 
range mobile ballistic missile to replace its 
aged Mirage-4 nuclear bombers and land- 
based missiles in Provence. 

Though France's armed forces are out- 
side NATO's joint command, they contin- 
ue crabwise to move closer: 

@ Next spring the airmobile division of 
France's rapid action force will join units 
of West Germany's Second Army Corps 
in the biggest joint exercise since France 
left NATO's command 20 years ago. 

@ The French are readier than before to 
discuss with the Americans the once ta- 
boo topic of using France as a landing- 
place and staging-post for NATO rein- 
forcements in time of war. 

e In a speech to the Institute of Higher 
Defence Studies on September 12th, Mr 
Chirac announced a small but significant 
shift in French doctrine for the deploy- 
ment and use of tactical nuclear weapons. 
These, he suggested, might be used earli- 
er in a battle on NATO's central front— 
and further from France's “national sanc- 
tuary"—than under present doctrine. 
The Socialists have tended to speak of 


On top of the world 


clude two sports dailies. Yet interest in 
sport is more in watching and discussing 
than doing. It does not seem to have 
clicked with Spaniards that their acro- 
nym for the Olympic Games Organising 
Committee, COJO, means “lame”. 
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France’s tactical nuclear weapons as if 
they were simply small strategic ones to 
be used against Russian troops as a “‘final 
warning” before Soviet cities were hit. Mr 
Chirac was offering West Germany a 
touch more of France’s nuclear parasol. 

But Mr Chirac does not have every- 
thing his own way. President Mitterrand 
questions some aspects of his new doc- 
trine. And the government faces difficult 
budget choices. The Socialists started the 
arms build-up, and have now left the new 
government to find ways of paying for it. 
The defence minister, Mr André Giraud, 
has had to argue hard with the finance 
minister, Mr Edouard Balladur, that 
France really needs so much new equip- 
ment. When the 1987 budget is finally 
greed on, some trimming looks 
inevitable. 

France’s budget choices might be easier 
if it had more prospect of sharing costs 
with its neighbours. In the 1950s and 
1960s it had much success in making 
weapons with West Germany, but in 
those days weapons were simpler, cheap- 
er and quicker to build. Today, plans for 
a French-German tank have had to be 
abandoned, and those for a French-Ger- 
man helicopter are in trouble. Not long 
ago France pulled out of a five-country 
project for a new fighter, to build one of 
its own. 

Co-operation on nuclear matters is no 
less tricky. French officials apply case-by- 
case realism to talk about French-British 
nuclear burden-sharing. Even the practi- 
cal-sounding idea of staggered repair 
schedules for the two countries’ missile 
submarines, so that between them they 
could have as many on station as possible, 
would save little money unless fewer 
submarines were built. And it would 
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mean France and Britain sharing out 
patrol areas and targets. That would blur 
national independence in this ultimate 
matter: which, the French observe, nei- 
ther country desires. 


Belgium 


Two gentlemen of 
Voeren 


FROM OUR BRUSSELS CORRESPONDENT 





Belgium's tragi-comedy over the Four- 
ons, the little commune where most peo- 
ple speak French although it sits in a 
Dutch-speaking region, has entered its 
second act. One actor has vanished, pur- 
sued by cries of rhubarb: Mr Charles- 
Ferdinand Nothomb, now ex-minister of 
the interior, resigned on October 18th at 
the end of act one. The rest of the centre- 
right coalition of Mr Wilfried Martens has 
survived, for the time being. 

Mr Nothomb had to go because he 
tried to be too clever by about two-thirds. 
Against the wishes of the local council, he 
attempted to impose a new mayor on the 
Fourons (Voeren in Dutch) to replace Mr 
José Happart, the French-speaker dis- 
missed from the post for refusing to take a 
Dutch-language test. Mayors in Belgium 
are technically appointed by the monarch 
on the nomination of the interior minis- 
ter, but the general rule is to endorse the 
person elected as first alderman by the 
local council. 

Instead, Mr Nothomb nominated a 
local college teacher, Mr Roger Wynants. 
After much bullying from the minister 
and his aides, Mr Wynants, a French- 
speaker who also does fine in Dutch and 


EUROPE 


is the son of a former local mayor, 
reluctantly agreed to be nominated. But 
Mr Nothomb did not realise that Mr 
Wynants saw himself in no more than a 
walk-on part. Having accepted nomina- 
tion, he refused to go further and be 
sworn in except on conditions that out- 
raged the minister’s Dutch-speaking col- 
leagues in cabinet. Exit Nothomb. 

The second act began with the re- 
election of Mr Happart as first alderman 
by the Fourons council, where French- 
speaking Walloons outnumber Dutch- 
speaking Flemings two to one. In the 
absence of a mayor (the Nothomb sub- 
plot backfired, remember), it is the first 
alderman who automatically steps in as 
acting mayor until the gap is filled. Mr 
Happart is therefore back in the star role 
for the moment. 

The crisis exploded earlier this month 
because the cabinet’s Dutch- and French- 
speaking ministers could not agree on 
whether Mr Happart should be reinstated 
after his dismissal. Whether he is mayor 
or acting mayor is equally unacceptable to 
the Flemish Christian Democrats in the 
cabinet. The Flemish minority in the 
Fourons—sorry, Voeren—council insti- 
gated procedures to remove Mr Happart 
as acting mayor, alleging irregularities in 
the manner of his election. A re-run of act 
one seemed imminent. 

Enter Mr Joseph Michel, veteran Wal- 
loon Christian Democrat and new interi- 
or minister. On October 20th he pro- 
posed a three-month truce during which 
the government would allow events to 
take their course. Mr Happart could 
continue as acting mayor and the proce- 
dures to remove him from his post would 
go ahead (but slowly, please). The gov- 
ernment would take stock at the end of 
this period. 

Mr Martens was due to test this formu- 
la before groundlings of his Christian 
Democratic party in parliament on Octo- 
ber 23rd. Even if he survives—not a 
foregone conclusion—act three is still to 
come. The trouble is that there are two 
draft scripts for the denouement: one 
written in French, and the other in Dutch. 
Marrying the two texts would be a daunt- 
ing task even for a dramatist of Shake- 
spearean skills. 


Yugoslavia 
Yugopluralism 


FROM OUR SPECIAL CORRESPONDENT IN YUGOSLAVIA 





Will Yugoslavia become the first country 
to amend the old Leninist principle that a 
ruling communist party tolerates no ri- 
vals? Governments in several communist 
countries have allowed other parties to go 
on existing, in a rather ghostly way: for 
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example, Poland’s Peasant party, Slova- 
kia’s Freedom party and East Germany’s 
Christian Democrats. But without excep- 
tion these have been mere satellites of the 
communist party in power. Yugoslavia’s 
Communists are trying to make up their 
minds whether to go farther. 

This month the party’s Central Com- 


Truth will out 


FROM OUR CENTRAL EUROPE CORRESPONDENT 


Even 30 years on, nagging questions 
about the Hungarian uprising of 1956 
remain unanswered. Many of them con- 
cern the part played in those dramatic 
October and November days by the man 
who has ruled Hungary ever since, Mr 
Janos Kadar. 

Mr Kadar had had his own experience 
of communist repression, having been 
imprisoned and tortured in 1951, while 
Hungary was run by the Stalinist Matyas 
Rakosi. In 1956 he at first supported the 
demands for political pluralism and Hun- 
garian neutrality drawn up by the prime 
minister, Imre Nagy. After Soviet tanks 
came out on the night of October 23rd, 
he told Yuri Andropov, then Soviet 
ambassador to Budapest, that if the 
Russians intervened again he would have 
no choice but to go into the streets and 
fight alongside Hungarian workers “with 
my bare hands too, if I have to". By 
November Ist, he was promising to co- 
operate with the democratic parties 
which had brought themselves back into 
existence during the crisis. 

But, that same night, he secretly left 
Budapest for talks with the Soviet lead- 
ers. What was he doing between then 
and November 4th, when he returned to 
Budapest? Nobody has ever found out. 
What is known is that, as Soviet tanks 
began to move in, he announced the 
formation of an all-communist govern- 
ment. Any question of power-sharing or 
neutrality was dismissed. For many Hun- 


it all went wrong 
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mittee discussed a proposal to convert the 
Socialist Alliance—an umbrella organisa- 
tion which has been firmly under the 
thumb of the ruling party—into some- 
thing more than a pure yes-sayer. The 
idea is to let it have its own programme, 


_ its own membership cards and even, some 


hope, its own candidates challenging 


garians, he had betrayed the revolution. 

The near-silence on the events of 1956 
in Hungary's official media has seemed 
all the more remarkable because Mr 
Kadar himself has encouraged a policy of 
relative openness on most other matters. 
This has only increased the suspicion 
that he has something to hide. In the run- 
up to this week's anniversary, Hungarian 
radio and television did broadcast sever- 
al interviews and documentaries about 
1956. But many taboos remain. 

Who, for example, gave the order to 
have Imre Nagy executed in June 1958? 
And how many people died in the street- 
fighting, or were executed after the 
event? Some estimates put the number 
of executions as high as 2,000. The 
authorities have never marked many of 
these people's graves, nor admitted that 
several hundred people who took part in 
the uprising remained in prison until the 
early 1970s. 

The aftermath of 1956 was bitter and 
bloody. About 200,000 people chose to 
leave Hungary for good. To begin an- 
swering sensitive questions now would 
reopen old wounds and undermine the 
popular support Mr Kadar has so care- 
fully cultivated since the period of re- 
pression came to an end. He prefers to 
remind Hungarians of what has been 
achieved since 1956, implying that this 
could be at risk if they started to dig too 
deeply into what is still officially called a 
"counter-revolution". As one Politburo 
member, Mr Janos Berecz, said recently, 
“1956 is a closed issue". That is wishful 
thinking. One day, the full story may be 
told—and Imre Nagy rehabilitated. 
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Communist ones at elections. 

Back in 1953, Mr Milovan Djilas sug- 
gested the very same thing. But then he 
was kicked out of the Politburo, and out 
of the party, and imprisoned. Times have 
changed. Yugoslavia's ruling party is no 
longer the self-confident body it used to 
be. The economy is in a mess, and the 
party is divided—both ideologically and 
along lines which reflect the tensions 
among Yugoslavia's assorted national- 
ities. Most Yugoslavs feel that something 
has to change. Even their collective presi- 
dency in Belgrade now accepts the need 
for a reform of the country's cumbersome 
constitution. 

The chorus of voices demanding politi- 
cal liberalisation has been joined by Mr 
Mijalko Todorovic, a former Central 
Committee secretary. In a trenchant anal- 
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ysis of Yugoslavia's troubles, written ng 


1983 but only now published, one of his 
main proposals is for an autonomous 
Socialist Alliance as part of an overdue 
movement towards pluralism. 

The party is listening. It is worried 
about the widespread apathy it notes in 
the country, even in its own ranks. It 
would like to get people more involved in 
politics, in ways it thinks it can control. It 
also knows that its grip is slipping, despite 
its control over the army and the police. 
Unofficial opposition groups have sprung 
up, with particularly strong support 
among young people. The proposal to 
refashion the Socialist Alliance is an at- 
tempt to harness these groups (ecologists, 
feminists, pacifists and others) into a sort 
of loyal opposition. 

That, at least, is how liberals within the 
Communist party are trying to sell the 
idea. They argue that, if it is to be at all 
attractive to many Yugoslavs, the refash- 
ioned Socialist Alliance has to have a 
visible degree of independence. But 
Communist hardliners suspect that even a 
little independence is a dangerous thing, 
which could quickly get out of control and 
threaten the Communists' power. 

The Central Committee did not reject 
the proposal out of hand. Instead, it will 
let a debate about the Socialist Alliance 
go on inside the party until December, 
and will then take a decision. This looks 
promising, but there is a snag. The 
drawn-out procedure may give the hard- 
liners a chance to destroy the whole idea. 


Europe and missiles 
Flutterings 


The name of Gleneagles, the Scottish 
resort where NATO defence ministers con- 
ferred on October 21st and 22nd, suggests 
neither hawks nor doves but a bird able to 
soar high enough to see the big picture. 
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When the ministers met there, they had 
had time to absorb some implications of 
the Reykjavik summit. Most of the Glen- 
eagles participants being Europeans, one 
possibility had particularly fluttered their 
eyries: that of a removal of the Soviet ss- 
20 missiles aimed at Europe and of the 
American missiles which, since 1983, had 
been placed in Europe as a counter- 
weight. 

True, no such deal seemed imminent. 
Although Soviet statements about it were 
bewilderingly contradictory for five days 
after Reykjavik, Mr Viktor Karpov, the 
head of Russia’s Geneva negotiating 
team, then ate a lot of his words and toed 
what had become the Gorbachev line: no 
deal on Euromissiles if the Americans 
would not clamp the Strategic Defence 
Initiative. Even so, Mr Karpov seemed 
willing to continue the talks about medi- 
um-range missiles in Geneva. Mr Richard 
Perle, an American assistant defence sec- 
retary, said on October 20th in London 
that he still thought the Russians would 
accept a separate deal on Euromissiles. 

Mr Perle went on to claim that the 
Reykjavik proposal would leave NATO 
able to respond to “every level" of possi- 
ble Soviet attack. But this confidence has 
not been shared at the headquarters of 
General Bernard Rogers, the allies’ su- 
preme commander in Europe. His depu- 
ty, General Hans-Joachim Mack, a West 
German, noted with dismay that the 
proposed deal would leave the Russians 
with a big advantage in their shorter- 
range SS-21s, SS-22s and SS-23s over the 
much smaller number of equivalent 
American missiles in Europe. He called 
for a firm linking of negotiations on these 
missiles with any plan that would involve 
removing all the Pershing-2 and cruise 
missiles deployed since 1983. 

Such a linkage has been called an 
“attractive” idea by Lord Carrington, the 
secretary-general of NATO. The French 
government, although not taking part in 
the Gleneagles meeting, gave a broad 
indication of its views last week when the 
foreign minister, Mr Jean-Bernard Rai- 
mond, said that a removal of all Ameri- 
can nuclear weapons “would weaken the 
security of Europe, especially in view of 
other imbalances, such as those in con- 
ventional and chemical weapons". 

The American defence secretary, Mr 
Casper Weinberger, tried to quieten 
some of the European worries about à 
possible Euromissiles deal. Speaking af- 
ter the talks, he reiterated that “we want 
any timing of a withdrawal to be appro- 
priately geared to other reductions." And 
the joint communiqué emphasised that 
what the American proposal called for 
was an elimination of medium-range mis- 
siles “accompanied by" provisions about 
"constraints" on shorter-range ones. 
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Lining up for change | 





Greece 
Enter Evert 


FROM OUR ATHENS CORRESPONDENT 





New Democracy, Greece's conservative 
opposition party, is wallowing in its first 
big success since losing power in 1981. In 
the local-election run-offs on October 
19th, it won control of Athens, Salonica 
and Piraeus—the country's three biggest 
cities, each one a former bastion of the 
left. “We suddenly discovered", said one 
comforted conservative, “that we were in 
a tunnel, not a tomb." 

Mr Constantine Mitsotakis has had à 
difficult two years as New Democracy's 
leader. His party was plagued by defeat- 
ism, defections and squabbling. The turn- 
around in New Democracy's electoral 
fortunes probably has more to do with the 
necessary but unpopular austerity policy 
of the Socialist prime minister, Mr An- 
dreas Papandreou, than with anything Mr 
Mitsotakis has done. But the 68-year-old 
Cretan can take some of the credit. In 
particular, he can point to his successful 
decision to bring forward a new genera- 
tion of conservative leaders. 

What Mr Miltiades Evert, the mayor- 
elect of Athens, Mr Sortiris Kouvelas of 
Salonica and Mr Andreas Andrianopou- 
los of Piraeus have in common is that they 
were very young at the time of the civil 
war of 1944-49, which created the great 
divide between left and right in Greece. 
So when the Socialists conjured up the 
ghost of the civil war in an attempt to 
frighten Communists out of casting tacti- 
cal votes for the right, Mr Evert could say 
calmly: *'The new generation is sick and 
tired of the sterile slogans of the past. We 
want to build a common future. However 
much hatred you whip up, we shall re- 
spond with reconciliation." 

A rotund but dynamic 47-year-old, Mr 
Evert is the son of a wartime hero who, as 
Athens police chief during the German 
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occupation, saved hundreds of Jews, 
Communists and stranded British offi- 
cers. Mr Evert junior made his mark as a 
minister in the previous conservative gov- 
ernment. As minister of industry, he 
banned the construction of new factories 
and imposed the use of sulphur-free fuel 
for heating in the Athens region, where a 
third of Greece’s 10m people live. His 
single-mindedness won him the nickname 
of "the bulldozer”. Now that some of the 
more senior, but less patient, aspirants to 
the New Democracy leadership have quit 
the party, he is widely tipped as Mr 
Mitsotakis’s successor. 

He does not conceal that this is 
where his ambition lies. “But I am not 
in a hurry," he says. "Right now I want 
to be mayor for a full four-year term.” 
He promises to transform Athens from 
a polluted, traffic-clogged city into a 
capital worthy of its history. He reckons 
he needs 350 billion drachmas ($2.6 bil- 
lion) over seven years for this, and if 
the Papandreou government refuses to 
provide it he will try to raise the money 
through the European Community. 
During his campaign, he had two ad- 
vantages over his opponents: unlike Mr 
Dimitris Beis, the Socialist mayor he 
will replace, he is an Athenian, born 
and bred; and of the seven contenders 
in the capital he was the only one to 
produce a detailed and coherent plan to 
make Athens human again. 


West Germany 


His smash is not as 
fierce as it looks 


FROM OUR BONN CORRESPONDENT 


West Germany’s trade unions badly 
needed some good news. They got it on 
October 22nd when Mr Franz Steinkühler 
was elected chairman of 1G Metall, the 
country’s biggest union, representing 
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: ir battle f for a ; shorter working week.) 
he unions’ reputation has suffered be- 
cause of their incompetent running of 
Neue Heimat, a debt-ridden property 
group they sold off on October 1st for one 
token mark. The unions worry about how 
they can stay attractive to a new genera- 
tion of skilled workers who did not expe- 
ience the early gains of post-1945 trade 
nionism, and who are unmoved by ap- 
peals for “solidarity”. Mr Steinkühler is 
f that generation himself, and knows 
there must be change. 

. Good news for the unions might look 
like bad news for the employers. Mr 
Steinkühler is often painted as a sharp- 
tongued agitator who, as IG Metall's re- 
ional organiser in his home state of 
aden-Württemberg, regularly extracted 
oncessions by threats and stoppages. In 
1973 he won better assembly-line condi- 
tions after organising the first postwar 
German strike that was unrelated to pay. 
In 1984 he was in the forefront of the 
struggle for a 35-hour week. 

_ Yet Mr Steinkühler may prove to be a 
boon to the bosses too. The employers 
ave much more to lose from a labour 
movement driven into a corner under 
weak leaders and open to radical pres- 
ures. Mr Steinkühler understands the 
sychology of a mass organisation. He 
uses tough talk to win whole-hearted 
acking from his followers as an essential 
recondition for reaching a compromise 
ith employers which will hold. Publicly 
e often fires salvoes at employers and 
onservative politicians. Privately he 
ils cone plays tennis) with them. 
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s look at the ever-growing trade deficit 
ith Japan and wring their hands. This 
ear, they may do a little more. When 
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crowd of friendly and concern d talians. 

` These sensible bystanders shepherded 
the English couple at the double to the 
very nearby main police station at Piazza 
Venezia 6—where they translated effi- 


ciently that the robber car with an in- 


complete number Roma B 9426 should 
be easily catchable because it had disap- 
peared into the square's monumental 
traffic jam. No response. If the com- 
plainants were foreigners, said the po- 
liceman, their complaints could be taken 
only at the police station at Via Genova 
2, which was a few hundred metres 
away-—we'll call you a taxi. 

There need have been no hurry. Inside 
Via Genova 2, three Italian policemen 
were listening on the radio to a football 
match (whose score two hours later was 
Torino 0, Roma 2). Through the waiting 
room moved a slow queue of British and 
American robbed victims. Nobody was 
allowed to give quick details of catchable 
robbers. Before any reports were lis- 
tened to, all complainants had to fill out 
a long form in quadruplicate, with irrele- 
vant details such as place of birth in 1923. 
No carbon paper was supplied, although 
some was on the policemen's desk. No 


the Japanese to lower taxes on imported 
whisky and cognac have produced little 
but a hangover, as have attempts to 
persuade them to ban look-alike products 
made locally. These sometimes have Eng- 
lish and French labels; brandies are sold 
in bottles of dark green frosted glass, 
which resemble those of a well-known 
French cognac-maker. Experts reckon 
that with fair access to the market the 


Community—Britain and France doing 
best—could sell another $200m of Ta : 


in Japan each year. l | 
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access was s permitied. toa photocopier. ed 
Every word had to be filled by hand i in 
quadruplicate. al 

Even by the time your correspondent d 


3 left at 16. 40, no telephone had been used |. 
to inform any police car of the Roma B | 


9426 number of the robber Fiat. If its - 
driver knows what happens in Via Gen- 
ova 2, he can safely career along the. 
streets around the Piazza Venena all 





Sunday afternoon, robbing old ladies 
undisturbed. The most bulliable com- 
plainants, notably one woman who had 
been slightly hurt, were told they had put 
some details in the wrong column, and 

made to fill out the forms in quadrupli- 
cate again. (“Why don’t you know your 
passport number? Because it was in 
snatched bag? Well, then, how can you 
fill in the form?") 

The whole operation seems designed 
to discourage foreigners from making 
reports of these out-of-car snatches, 
which are frightening when (just before 
the snatch) the car seems to be driven 
straight at you. If so, Italy needs to stop 
this crude exercise in quadruplicate— 
without pretences that this is just normal 
bureaucracy, please. 





of the Japanese market. The EEC's gov- al 
ernments are encouraging exporters in b 
other sectors, such as pharmaceuticals 
and medical equipment, to supply hard 
evidence of non-tariff barriers. 

The Community is retaliating. This 
year it has imposed penal import duties 
on Japanese excavators, electronic type- 
writers and photocopiers which were be- 
ing dumped on the EEC market. It has also 
informally told the Japanese to stop di- 
verting exports such as machine tools and 
cars to Europe from America, where the 
rise in the yen has made them less com- 


petitive. The yen has risen much less 
against the EEC currencies than against 


the dollar. 
Japanese carmakers are concentrating 


on the West German market, the last big 


ese national market i in the EEC ‘seem like they 
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Hamiltons and Howarths: no Nazis they 





Bashing the BBC 


The war between the BBC and the Conser- 
vative party roars on. The latest ammuni- 
tion came from two Tory members of 
Parliament, who are to get £20,000 
apiece, plus legal costs of around 
£250,000, from the corporation in settle- 
ment of a libel case. Mr Norman Tebbit, 
the party chairman, is threatening to 
produce any day now his famous dossier 
of the biased misreporting that he claims 
the BBC indulged in after the American 
bombing of Libya in April. 

The libel suit arose from a “Panorama” 
programme put out in January 1984, 
whose argument was that, just as the 
Labour party had been infiltrated from 
the left by extremists, so the Conserva- 
tives were being infiltrated from the right. 
Specifically, it suggested that a number of 
Tory MPs—among them Mr Neil Hamil- 
ton and Mr Gerald Howarth—were racist 
and anti-semitic. 

Whatever the BBC may have thought of 
its evidence at the time, as the court 
hearings approached earlier this month, 
its lawyers offered to meet Mr Hamilton's 
demands, while continuing to resist Mr 
Howarth's. In the event, the two MPs 
stuck together; Mr Hamilton's case came 
into court; from the witness box, he 
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pulverised the BBC's allegations; and on 
October 21st, after all concerned had run 
up stratospheric legal bills, the corpora- 
tion gave in. As well as paying up, it will 
grovel in the Radio Times and in the next 
edition of “Panorama”. 

The retreat followed a meeting of the 
BBC's board of governors. The first talk 
was that the governors—part-time wor- 
thies—had overridden the professionals 
on the board of management. There were 
accusations of government interference, 
hints that the BBC's director-general, Mr 
Alasdair Milne, might quit. Some pre- 
dicted that under the regime of Mr Duke 
Hussey, the new chairman, the governors 
would pay closer attention to the BBC's 
day-to-day business. Others claimed that 
the BBC management and the four jour- 
nalist defendants had been sold out, not 
being allowed to tell the court their side 
of the story. 

After a day's reflection, things looked 
less dramatic. The BBC declared that it 
had been the managers who decided to 
settle Mr Hamilton's case in full; the 
governors' decision was just that it would 
be impossible to settle one case but to 
continue to fight the other. And Mr 
Hussey, who has not yet formally taken 






Milne: still there 


over as chairman, was not at the meeting. 
It was chaired by Lord Barnett, once a 
Labour cabinet minister: an unlikely tool 
of Tory interference. 

More plausible is the theory which runs 
as follows. The BBC managers never be- 
lieved that the two MPs would go as far as 
the High Court: they expected to outstare 
the pair into a less costly settlement. By 
the time they realised otherwise, it was 
too late to back down cheaply. 

The story is not dead. The two MPs are 
still suing Mr Phil Pedley, ex-chairman of 
the Young Conservatives, who wrote the 
report on which the documentary was 
based. They are also demanding the resig- 
nation of Mr Milne, and the punishment 
of those who made the offending pro- 
gramme; the BBC's journalists have 
threatened to strike if their colleagues are 
punished; and, more important, some 100 
Tory backbenchers have demanded that 
the corporation restore its professional 
standards. Backbench motions are ten-a- 
penny; but there is no doubt of the 
feeling—pre-electoral or not—behind 
this one. 


Sex education 
Hevolting lessons 





How much should children learn about 
sex at school? No more than their parents 
think fit, according to 43 Conservative 
and two Liberal members of Parliament 
who, in the early hours of October 22nd, 


49 


Ae 





What's that he's looking at? 


voted unsuccessfully to allow parents to 


_ withdraw their children from such les- 


sons. The government has refused to give 
parents this right in its Education bill. Not 
the most likely of issues for a serious 
backbench revolt, sex education has re- 


. cently become the favourite cause of the 


right wing, eager to curb what it sees as 
political interference by left-wing councils 
in the services they provide, and especial- 
ly in schools. 

The indignation has been whipped up 
almost daily by scare stories about baa- 
baa-black-sheep being repainted green 
(“anti-racism”) and the banning of refer- 
ences to the family ("anti-heterosex- 
ism")—most of them denied by the local 
authorities concerned. It reached a cre- 


scendo this summer when a book called 


"Jenny Lives with Eric and Martin", a 
Danish story featuring a child, her father 
and his gay lover, was found lurking in an 
Inner London Education Authority 
school library. 

Many Labour councils are indeed look- 
ing for ways of teaching children that 
homosexuals are not freaks; their oppo- 


. nents claim that they are thus encourag- 


ing teenagers to become gay. Mr Kenneth 
Baker, the education secretary, asked 
ILEA to ban the offending book, and spent 
half his speech at the recent Tory confer- 
ence reassuring party activists that he 
means business. He promised that school 
governors—more of whom will in future 
be parents—will be given control over sex 
education, and may if they wish give 
parents the right to withdraw their chil- 
dren from such lessons. 

Mr Baker's compromise sacrificed con- 
sistent policy-making to political expedi- 
ency without quelling the revolt. True, 
this week's rebellion could have been 
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bigger had he given no ground, but its 
leader, Mr Peter Bruinvels, will continue 
to press the case for full parental choice, 
and has a list of books—most concerned 
with heterosexual behaviour—that he 
would like banned. The Department of 
Education is left with an official policy 
that emphasises the importance of sex 
education, yet indeed allows governors 
even to ban it entirely if they choose. 

In the past decade, the way sex educa- 
tion is given in British schools has 
changed considerably. No longer is it 
isolated in a few special lessons, some- 
times taught by outsiders; most schools 
integrate it into a broad range of lessons 
from biology to life skills or health educa- 
tion. Whitehall supports a policy of grad- 
ually introducing children to relevant 
facts from primary school onwards, 
teaching them not just about the *'birds 
and the bees" and birth control but also 
about personal responsibility and the 
cause of various diseases. Parents, it is 
argued, usually restrict their explanations 
to the physical facts of life, finding it too 
difficult to explain the emotional side. 

There is scant evidence that Labour 
councils are systematically forcing teach- 
ers to instruct pupils in practices that Mr 
Bruinvels would dislike. The heightening 
of the issue may be due more to political 
frustration. At the local elections in May, 
Labour—and especially the Labour left— 
strengthened its hold on the inner cities. 
Any populist cause makes a good weapon 
to hit back with. And sure enough, the 
Commons debate on the Education bill 
was dominated by Tory protests against 
individual council policies, anything from 
the closure of schools to the place given to 
competitive sport. 


Liberal defence policy 


Now, when we 
come to power... 


Brushing the dust from its shoulders, and 
still protecting its head, the Liberal party 
is stepping shakily out of the ruins created 
when the party conference, defying Mr 
David Steel, voted for non-nuclear de- 
fence, in complete contradiction to the 
policy of its Social Democratic allies. 

Mr Steel and friends have fashioned a 
compromise designed to placate the 
doves in their own party, while still defer- 
ring to the SDP. The Liberals will call for 
an Alliance government to retain a mini- 
mum nuclear deterrent until it can be 
negotiated away in global disarmament 
talks. If Polaris—Britain's current sys- 
tem—-rusts away before it can be handed 
over in negotiations, the Alliance will 
replace it with a system with similar 


firepower, although those are not the 
words used in the document. "Replace" 
was thought to be inflammatory to Liber- 
als worried about building up too much 
nuclear strength; “maintain” is preferred. 

Now Mr Steel needs to placate both his 
party and the voters. He does not want to 
seem to be riding roughshod over his 
activists. As well as alienating people 
whose help he needs, that would excite 
them into protests that would throw valu- 
able ammunition to the Tories. Some sort 
of party endorsement is therefore need- 
ed. A special assembly of Liberals could 
bring the publicity the party wants to 
make up for the shambles at Eastbourne; 
but it would be dangerous, too. Liberals 
en masse are unpredictable, and amend- 
ments could be tacked on to the carefully 
worked-out document. More likely is en- 
dorsement by the Liberal council, or a 
meeting of prospective parliamentary 
candidates—the people who will have to 
sell the new line at the next election. 


London's transport 


It all depends what 
you are looking for 


A credibility gap the size of a double- 
decker bus is opening between those who 
provide public transport for London and 
those who use it. 

Commuter bodies reacted angrily to 
this week's announcement of cuts in sub- 
sidy to British Rail, aimed especially at 
south-east England. Bus-users are dis- 
mayed at the spread of driver-only buses, 
notorious for the deiays they cause as 
boarding passengers fumble for their 
fare. Yet British Rail, whose passenger 
subsidy from Whitehall has already fallen 
by 25% over the past three years, says its 
new financial target—another 25% cut to 
£555m over the next three—is “hard but 
achievable". And London Regional 
Transport has a raft of statistics to prove 
that almost everything, above or Under- 
ground, is coming up roses. 

Ministers, who seldom use public trans- 
port, are more than happy. As predict- 
ably, the Labour party, whose union 
friends work for it, is furious. 

Oddly, they are all right, because their 
standards are all different. To passengers, 
good management is a cheap, decent 
service. So the rail commuters’ com- 
plaints are the old ones: ever-rising fares, 
late, filthy and crowded trains. The late- 
ness could and should be remedied: over- 
all, 9% of trains on the grandly renamed 
Network SouthEast run more than five 
minutes late, and the victims of some 
notorious routes claim that their figure 
must be several times as high. The filth 
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Making money was never quite the done th E 


thing in Britain. The best and bri 


< went into public service, out to ru bs | * ! id N 
r ham University, the value of buyouts -f 
was. £50m; i in 1985, it topped £1.2 billion; . 
 »mextyear's figure could be £5 bilion: 
^. o These figures are not quite what they a 
“seem. The big deals, where nearly all the. 
money for the buy-out comes from insti- 
tutions, are really a new form of take- 
Over; the managers remain managers- 
rather than true entrepreneurs. Some . 
are spin-outs, rather than buy-outs: big- 
companies. contract out services or pro- . 
jects previously done inhouse. Even so, 
once the newly independent enterprises | 
.vare set. up, they start looking for wider... 
markets and new products—and provid- 
: ingn new v jeibs— like any other firm. 


empire or into the professions. A: 
"trade", those who found a living in i 


"E sl preferred the safe haven. of the large 





has proportionately, fewer small firms - 
than any other advanced. ny That 





may be why, as recently as 1969, the 


Bolton committee on small firms claimed. 


that the standing of the independent 


businessman "may now be lower than it 


has ever been". 

Now that is altering. “If there's one 
thing history will give Mrs Thatcher 
credit for, it is that she has. changed 
British attitudes by stimulating an enter- 
prise culture," says Mr Jon Faulds, man- 


aging director of 3i, the venture-capital 


company set up by the big banks and the 
Bank of England after an earlier report 
on the lack of finance for small firms. “In 
the 25 years I’ve been in the business, the 
market opportunity for investing in un- 
quoted companies has never been 
greater.’ 

Plenty of dinner-party anecdotes 
about people who leave secure corporate 


jobs to set up their own firm bear Mr. 


Faulds out. So do statistics: 


@ The number of businesses (measured | 


from the VAT register) grew from 1.29m 
in 1979 to 1.43m at the latest count at the 
end of 1984. About 800,000 new. busi- 
nesses a year are set up. Many die. But in 
1984, business births exceeded deaths by 
36,000, against 16,000 in 1980. 

e In 1979, 7.5% of the workforce was 


self-employed; by the end of 1984, 
11%—some 2.6m people—a rate of self- 


employment not seen since the 1920s, 
the age of corner-shops and artisans. The 
self-employed are commonest in south- 
ern England. More than 500,000 of them 
are women. 

e Managers, backed by financial institu- 
tions, are increasingly buying their part 
of the business from their employers. 
Management buy-outs were once rare, 
but there have been 600 since e 1982, and 


Tet trouble with the British, their fr i 


Ar Mike Wright at Notting- 


The big attraction of becoming an entre- ` 
preneur is simple: it has become much - 
easier than it was once in Britain to make 
(and keep) big money doing so. 

_ The right mix of product and market- 
ing is as hard to find as ever. Not so the- 


capital. Lots of government measures— 
98 at the latest count——are aimed at 
helping small firms with advice and gov- 
ernment cash. The flow of outside cash 
into small businesses has been encour- 


aged by tax changes, notably the reliefs.” 
available to individual investors through 


the Business Expansion Scheme (BES). 
Banks, again with government encour- 
agement and sometimes guarantees, 
have become much readier to lend. 


Once small entrepreneurs make mon- ` 
ey, it is now easier for them both to hang - 
on to it and to get it out. Personal tax 


rates have been lowered, from the 9896 
maximum inherited by Mrs Thatcher to 


60%, Capital taxes, too, have been ad- 
.. justed to aid the entrepreneur. But the 
.. big change was the birth in 1980 of the 

Unlisted Securities Market (UsM). This 

allows founders of a company to turn 


their equity into cash on a well-regulated 
market within five years of setting up, 
without the cost and trouble of getting a 
full Stock Exchange listing. By last June, 


the USM listed 490 companies, valued at 


£4.2 billion. New money raised went up 
from £117m in 1982 to £335m in 1985. In 
its. six years, the USM is reckoned to have 
made 300 millionaires. 

This is changing British entrepre- 
neurs. Traditionally they found their 
rewards in their work and in creating a 


family company to be handed on to the 


next generation. Unlike Americans, 
happy to own a mere slice of some 


sizeable company a few years after 


launching it, ju were reluctant to ac- 


a anything b i t loan (TEN for iar 
. vof losing control. 
E » tended to stay small. Now some busi- 

^ pessmen realise that they can take out a 
. fortune, to blue or reinvest as they will, 
ng to. a study by Mr Toba! | 5 
: biggest spur to new entrepreneurs. 


; Where next? 
- Almost two out of three people working: : 


s the sort of modest, one-man business 
encouraged by the government's "enter- — 


jobless to do their own thing instead of - : 


Three years after setting up in business, 
only 5% of those who get enterprise —— 


firmis shed, more of them will have to ` : 


"^ dime, for instance. But it does not pró- 


breaks are of no vast value if the invest- | 


where share prices will swing erratically. 


Having lost their empire, bright Britons 
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they are becoming more prepared to 
accept outside equity in order to grow 
ter. This, says 3i's Mr Faulds, is the 






for themselves employ nobody else. This © 


prise allowance" scheme, which pays the _ 


drawing the dole. Even among those that - 
become employers, almost all stay tiny. 


allowances employ six or more employ- 
ees. Recent research by Mr John Doyle |. 
and Professor Colin Gallagher of New- f 
castle University found that most small 
firms reach a maximum of 20 employees, 
and then stop growing (in contrast tò- 
America, where growth tends to peter. . 
out at 250 employees). If small firms are — 
to generate the new jobs which bigger- 


lose their fear of expansion. 

There are other doubts. Venture capi- 
talists note the shortage of new high- — 
technology companies. Britain has had _ 
its equivalents of America's Apple com- 
puter company—Sinclair Research, Ro- 


duce nearly enough of them. Another 
worry is the failure of many BES compa- 
nies: investors are learning that tax 


ment itself proves worthless. Not-so- x 


small companies are finding the costs of | 
floating on the USM rising so fast that 
they may soon squeeze out the very. 
people it was set up to serve. And here, - 
too, investors are learning: the market is - 
inevitably a narrow, often illiquid, one, - 





Yet overall, the prospect is hopeful. 
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Swiss Bank Corporation and personal investment. 


How private « 
is your investment? 
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When you see how vast and impersonal investment counselors, we've developed 





the world of investment has become, a wide range of investment vehicles for  . 
the only "private" aspect sometimes seems the private client (a selection of carefully — 
to be that it’s your money at stake. selected funds, our own “cash bonds,” 
On the other hand, the most private and fiduciary accounts, discretionary port- ; 
personal way of keeping your money is folios, and so on). | 
probably to sock it away under the So when you're making your own 3 
mattress. You've got to strike a balance personal decision, you can also make : 
somewhere. And we have. a professional choice. 

Along with our international team of Privately, you'll be glad you did. 
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was one target, so far unmet, of a cam- 
paign launched last February under the 
title of “Operation Pride". 

But there is no likelihood of fares 
staying down. Commuter traffic, though 
crowded, is unprofitable—all that rolling- 
stock and staff have nothing to do much 
of the day. In 1985-86, Network South- 
East took in £644m and still needed 
£223m of subsidy: And the wretched road 
approaches to London mean that the 
commuter is much less free than he ap- 
pears to switch to bus or private car. So 
fares against these part-captive customers 
will certainly be pushed up. 

Nor will trains become emptier (except 
to the extent that higher fares frighten 
passengers off). One way to save both 
capital and running costs is, precisely, to 
crowd the trains by running fewer of them 
or ones with fewer carriages. BR has been 
quite smart at this: in 1985-86 each train- 
mile earned it 7% more passenger-miles 
than four years before. 

As long as BR’s first duty is seen as a 
financial one to its owner, the govern- 
ment, these trends must continue. Com- 
muters who want otherwise had better 
vote for a change of government—a pros- 
pect which this week was plainly worrying 
some home-counties’ Tory MPs. 

London Regional Transport, which 
runs the Underground and all bus services 
except a few put out to tender, is a similar 
story. It dates from 1984, when London’s 
transport was transferred from the Great- 
er London Council to Whitehall control. 
LRT was told to operate more commer- 
cially. It has. Its Underground traffic was 
50% up in 1985-86 on the figures four 
years earlier, thanks notably to the variet- 
ies of “travelcard” now available. Mean- 
time, train-mileage has fallen slightly, so 
passengers are inevitably more crowded, 
abominably so at rush hours. But at least 
the trains turn up. 

It is the buses that arouse gloom and 
rage. They carry some 1.1 billion passen- 
gers a year—more than the Under- 
ground, though the passenger-mileage is 
considerably less—a figure little changed 
from the early 1980s. But low capital 
spending and some shrinkage in bus- 
mileage adds up to more passengers wait- 
ing longer for aged, less-than-reliable 
vehicles running less often. 

Driver-only operation is one of the 
main cost-savers, and by next spring 75% 
of all bus-mileage will be done this way, 
including a proportion of the busy central 
routes. Driver-only is widespread outside 
London. But the delays it can cause 
depend crucially on the methods of ticket- 
ing: six Londoners boarding with travel- 
cards cause virtually none, two tourists 
fiddling for change cause plenty. (Hence 
the flat 50p fare on a new driver-only 
minibus route starting this weekend in the 


54 


heart of the city.) Campaigners against 
the change—Labour councils and the 
trade unions not least, but not only— 
claim that crime too is increased by the 
lack of a conductor. 

None of this proves the present govern- 
ment’s insistence on tighter financial ob- 
jectives is mistaken. But it is certain, and 
duly promised this week, that a Labour 


government would have different 
priorities. 
Free speech 





Yes platform 


The government, hassled by its back- 
benchers to respond to left-wing student 
vendettas against lecturers or visiting pol- 
iticians, thinks it has found a way to 
preserve free speech in universities and 
polytechnics. But is it the right way? 

At a few universities and more poly- 
technics, students have passed “no plat- 





Mrs Wendy Savage has commendable 
patience, for a doctor who has been 
accused by her colleagues and her local 
health authority of professional incom- 
petence, suspended from her work, then 
conclusively cleared—and who then 
finds those same colleagues still unready 
to work with her. 

She should have been welcomed back 
to her hospital work in east London— 
with the health authority's blessing this 
time, and well they might after their 
earlier behaviour—two weeks ago. Yet 
this week, 18 months and some £250,000 
of legal costs after her suspension, Mrs 
Savage's work was restricted to “‘admin- 
istration”, while lawyers argued over the 
terms on which her colleagues would 
allow her—or the terms on which they 
could be disciplined if they refused—to 


Still battling 








An issue of birth and power 





form" motions which deny the right to 
speak at student-union meetings to cer- 
tain groups. Usually, the groups pro- 
scribed are “racists and fascists”; some- 
times, sexists are forbidden, too, and in 
the past, until Jewish students fought 
back, Zionism was sometimes shoved 
under the racist label. These rules have 
occasionally been invoked against Con- 
servative MPs. More often, politicians just 
suffer straightforward barracking. For in- 
stance, Messrs Tebbit, Brittan, Heseltine 
and Owen have all been roughly treated 
in the past two years. 

Wiping the odd egg from his lapel is 
part of the politician's stock-in-trade; but 
there is worse than egg. On October 17th, 
the Ulster Unionist MP Mr Enoch Powell 
had to abandon a talk at Bristol Universi- 
ty when it was hijacked by anarchists with 
stolen student cards. As well as yellin 
and spitting at him, they smashed th 
tables and chairs and made a charge for 
the platform on which he was standing. 
Luckily, the university rugby club was 





resume what doctors are paid for, seeing 
patients. 

Mrs Savage's suspension has earned 
her more media attention than any Brit- 
ish doctor of her gender since Marie 
Stopes. She remains, as her book* on the 
affair shows, opinionated and forceful as 
ever, justifiably content in victory, but 
plainly not in pursuit of publicity for 
itself. Yet the Savage affair will not 
retreat into obscurity even if its victim 
wished to and could. 

The issues it raised are partly those of 
public administration: not least the as- 
tounding time and cost spent trying to 
get rid of a public servant wrongly al- 
leged to be incompetent and just as 
likely to be spent another time—in the 
health service or elsewhere—getting rid 
of people who actually are so. 

But the real issue is the one that 
separated Mrs Savage from her col- 
leagues. This was not, as some press 
comment summarised it, one of natural 
childbirth versus “high-tech”. In the 
context of modern medicine, Caesarians 
or induced labour are about as high-tech 
as the horseless carriage. The argument 
is, as Mrs Savage puts it, one about 
"birth and power: who controls child- 
birth?" The answer today is obstetri- 
cians. Mrs Savage thinks that mothers 
should count as much. Many male obste- 
tricians—let alone society at large, still 
dominated by men—barely realise that 
such an issue arises at all. Mrs Savage's 
real battle is barely begun. She is putting 
profits from her book into a new cam- 
paign, *Womanschoice", which will ask 
women what health care women want. 









































"A Savage Enquiry. Virago. £2.95. 
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The mob overrules Powell 


there to protect him. 

The problem is not just with visiting 
speakers. Politically unpopular academics 
may also incur the wrath of mob. Mr John 
Vincent, a history professor at Bristol 
University, writes populist right-wing 
pieces for the Sun. Some of the students 
who dislike Mr Rupert Murdoch and his 
papers have boycotted Mr Vincent's lec- 
tures; life at the university has become so 
difficult for him that he has decided to 
take two terms’ unpaid leave while tem- 
pers cool. And at Ruskin College, in 
Oxford, Mr David Selbourne, who wrote 
an article for The Times about the Labour 
party in Liverpool, annoyed the student 
union of his college so much that it wants 
him sacked. Ruskin College, say his crit- 
ics, is a trade-union foundation, so he 
should not be "scabbing" for a boss the 
union movement dislikes. 

The government's answer has been to 
insert a clause in the new education bill, 
giving academic authorities three new 
duties. The first (a general duty) is to take 
all reasonably practicable" steps to pre- 
serve free speech. The second—a duty to 
write a code of conduct on free speech 
and do their best to make it stick—is 
innocuous. But the third duty is more 
controversial. They are to make sure that 
nobody is denied the use of their premises 
just because of his or her beliefs. This has 
upset a number of academics. It is one 
thing, they say, to force governing bodies, 
for the sake of academic freedom, to 
support unpopular academics; but quite 
another to make them give a platform to 
any outsider who wants one. 

Others object to the entire clause in 
principle. They claim that it will put 
academics in an impossible bind; in de- 
manding a right to intervene in the ar- 
rangement of meetings, they will have to 
disrupt their hitherto cordial relations 


THE ECONOMIST OCTOBER 25 1986 





with their student unions. And if an 
obligation to clear a path for the unpopu- 
lar speaker falls on anyone, they add, it 
ought to be the local authority. The 
council can call on the services of the 
police more easily than academics can. 

In any case, the clause would do little 
for people like the unfortunate Mr Pow- 
ell. The worst scenes generally occur 
when—even after academic authorities or 
student bodies have done their reason- 
able best to ensure a visitor a hearing—a 
meeting has been infiltrated by deter- 
mined outsiders who are not subject to 
their jurisdiction. 


The economy 


Befogged 


Mr Nigel Lawson may know how to win 
ovations at Conservative party confer- 
ences, but the City of London has given 
thumbs down to his Mansion House 
speech on October 16th. That was just 
two days after banks raised base rates by 
a full percentage point. The financial 
markets were looking for clarification of 
the Treasury's monetary and exchange- 
rate policy. Instead, the fog thickened. 

Mr Lawson brushed aside City concern 
about the rapid growth in the broad 
money measure, sterling M3. High real 
interest rates, low inflation, and financial 
innovation have encouraged people to 
hold a bigger share of their wealth as 
financial assets, he argued, so this extra 
money—up 18.3% in the past year, far 
above the 11-15% target—was not to be 
seen as inflationary. 

Instead, he explained, it was the accel- 
eration of M0, the narrow money measure 
(mainly notes and coins), which set off 
the Treasury alarm bells. True, the 12- 
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month growth in M0 has doubled since the 
start of the year to 4.5% in September. 
Yet this is still only just above the middle 
of its 2-6% target. The City was baffled to 
find the chancellor more worried about 
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this than the leap in sterling M3. It was not 


reassured when the governor of the Bank - 


of England this week hinted that the 
sterling M3 target would be dropped 
altogether. 

Mr Lawson's real reason for raising 
interest rates was to prop up the pound. 
A drop in the exchange rate was neces- 
sary to allow non-oil exports to expand to” 
fill the gap left by lower oil earnings, but. 
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now Mr Lawson wants to call a halt. Heis — 


starting to fret about the inflationary 
consequences of a weak pound. 

At the Mansion House a year ago, Mr 
Lawson proclaimed that the inflation rate- 
would be the judge and the jury of his 
monetary policy. There is a growing dan- 
ger that the verdict will be guilty. Brit- 
ain's inflation rate is on the rise again: 
retail prices increased by 3.0% in the 12 
months to September—up from 2.4% for 
August. And the City sees several reasons. 
for fearing that inflation could top 5% by 
the end of next year: 

@ Wages are still rising rapidly—unit 
wage costs in manufacturing have risen 
6% during the past year. The recent fall 
in the pound—down 16% against the D- 
mark since end-June—has given a huge 
boost to manufacturers' competitiveness, 
and therefore firms are under little pres- 
sure to resist big pay rises. 

@ So far this year, the rise in labour costs 
(two-thirds of industry's total costs) has 
been offset by the sharp fall in the price of 


Lawson's woes 


Money supply 


% increase on year ago 


Prices 
% change on year ago 
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n 12 months past. 





ir mortgage rate by 14%, this will add 
% to the inflation rate. 

As.a rule of thumb, each 5% fall in the 
hange rate directly increases the infla- 
on rate by one percentage point. 

Will the one-point rise in base rates 

b enough. to stabilise the pound? After 
the rise, the City was echoing with cries 
of too little, too late, and the markets 
scented another increase. The latest 
trade figures pushed the pound lower. 
tember's £277m deficit was less than 
gust’s record, but it was enough to 
tip the balance for the year so far into 
the red. 
_ While the. markets remain confused 
about the government's policies, sterling 
is dangerously exposed to the next dollop 
Of bad news to come along. The markets' 
fears would be eased—in the short term 
at least-—if sterling joined the EMS. Mr 
Kar Otto Póhl of the West German 
undesbank met Mrs Thatcher in Lon- 
don this week. With the help of the 
chancellor and the governor of the Bank 
of England, he tried to sell her the 
benefits of EMS membership. But the 
tady s not for turning. 









































illegitimacy 
Ending child 


eee th e 1920s, but are still labelled 
a and denied some rights given 


















)9 o all births. Nor as Cobabiisdon 
comes more fashionable, are illegiti- 
ate children just those. whose fathers 
ive run off rather than “doing the de- 

t thing”. ‘Nearly two-thirds of them 


















other children: 


once the earlier. decline was more 


f building societies in general raise 
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Britons have steadily lost: interest in 
cinema-going since the second world 
war. Recent attempts to reawaken the 
habit—eg, by designating 1985 “British 
film year"—have had only temporary 
success. Yet it can be done, and it is 
being. The secret lies in the cinemas, not 
the films. 

Itis only in Britain that the cinema has 
slid into dingy disregard. In other rich 
countries, youngsters still like a night out 
at the pictures. Films as such are still 
popular in Britain; look at all those 
videos. Offer the young a decent cinema 
to watch the films in, and maybe they 
will again go out to do it, just like Mum 
and Dad (and maybe for much the same 
reason: courting couples are sm the 
mainstay of the cinema). 

It. is -already happening at Milton 
Keynes, where American Multi-Cinema 
(AMC) opened a ten-screen cinema com- 
plex last November. This has been so 
successful that AMC now plans to build a 
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The big screens make a doionsak " 


maybe more, Salford is set to get an 
eight-screen: complex in December, . 
courtesy of Cannon, which has just ob- . 


tained planning permission for a multi- | 


plex in London's Soho. A British compa- 
ny, Maybox—at present a theatre 
company, owning six houses in London's 
West End—will open its first multiplex 
in thé centre of Slough in time for 
Christmas 1987. It hopes to open five or 
ten more over the next few years, at.a 
cost of some £3m apiece. 

A multiplex has an obvious advantage 
over the old single-screen building: it 
offers choice. A survey at a multiplex in - 
Boston, Massachusetts, revealed that 
40% of the audience had not made up 
their minds which film to see before 
arriving. In addition,.a well-run central 
refreshments -area can serve filmgoers 
from ali 10 cinemas, and be an attraction 
in itself. The films become just one part 
of a real night out. It should work. Pubs 
apart, there aren't a million alternatives 
in Slough or Milton Keynes. 









now start life with two registered parents. — rel: 
ut, as they grow up, they may start to mo 
ce differences between. themselves. -child has 


E unmarried- parents ‘separate, the p 


further tent “multiplexes” in Britain, 


tions, and replace the term "illegitimate" 
with a less stigmatised label—‘‘non-mari- 
tal". So far its draft bill has failed to. win 
parliamentary time. On October. 14th, 
the commission published a revised set of 
proposals which would drop all labels. for 
illegitimate children, as has recently been 
done in Scotland. The only remaining 
grey area would be the rights of babies 
produced by advances in medical technol- 
ogy: for example, nothing is being sug- 
If she is from a country where citizenship gested to define the parentage of children 
may be passed down only through the with surrogate mothers. |... | 
paternal line, or is dependent on the child B A t number of western countries. have 
being native-born, the child may find .. ual. 
itself stateless. - na NU as "lods 4 ‘ago 
@ When either parent dies, the child has Some Duncan. states. have 
the same rights of inheritance asif th a 
parents had been marr dbut m: 


mother cannot claim maintenance for 
children more than two years old, unless 
she has previously established their pater- 
nity in-a magistrates’ court. Even if she 
succeeds in doing so—for which she needs 
independent evidence—-she can expect to 
get less than might have been awarded by 
a matrimonial court. 

@ A. child. has: no. automatic right to 
inherit the nationality of a British father 
who has not married his foreign mother. 
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In most developing nations, one need is more urgent 
than any other. Transportation. 
















of heavy equipment or supplies. As a fuel tanker, it ha 


Without high-speed roadways and modern airports, a typical mission capacity of 56000 pounds. Its turbo- 
much-needed projects must be delayed. Or cancelled. prop speed and power make it a fast and effective pas- 
Dams go unbuilt. Remote hospitals remain on the draw- senger plane or hospital ship. 


ing board. Land that could be used for farming is left Best of all, the L-100 is co 
uncleared and unirrigated. 


For many emerging nations, the L-100 aircraft is 





planes cant reach. Fields of hard-packed snow or ear 














making development possible without highways or even sand and gravel. : 
sophisticated air terminals. | You'll find L-100s and C-130s performing j 
The L-100 is a civilian version of the famous C-130 valuable work in more than 55 countries all over the 
Hercules military aircraft. So it comes with a proven world. In some, they're helping to protect a highly 
record of dependability and strength. developed society. In others they're helping to 
To civilian authorities, the L-100 offers valuable build one. 
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If the city never sleeps, 


when can the Financial Director 


go to bed? 


You and your company are in business to make 
money, and one thing is for certain, you don’t make 
money without taking risks. 

If your business means you trade abroad you 


will sooner or later come face to face with Foreign 


Exchanges, perhaps the most volatile markets of all. 


Unless you're aware and can manage the 
risks involved, that overseas investment or dream 
contract can, overnight, turn into a nightmare. 

- At NatWest we're dealing around the world 


from London to Tokyo and New York, twenty four 


hours a day, in every major currency you can name. 


Nothing moves on the market without us 
Bowing about it. 

And because we're up all hours of the day and 
light we can respond instantly to a change in rates 
whilst you’re tucked up soundly asleep. 


Our Treasury Specialists, together with an 





Account Manager assigned to your business wil 


help you develop a tailor made strategy that wil 
cut the risks down to size, whilst making the mos: 


of your opportunities. 


LEX: Australia 177326 - Bahamas NS20177 - Bahrain 8559 - Belgium 21208 - Brazil 391-2130051 - Canada 06-22572 - Federal Republic of Germany 416500 - France 210393 - Greece 216673 - Hong Kong 61672 - Ireland 25166 - 1 
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The signs of change. 


If you've been to The Californias lately, you know there's a new 
momentum, a new attitude that has made change a part of public 
policy and public policy a part of change. 

Yes, The Californias comprise the world's seventh largest 
economy. And, yes, we may be the fourth largest by the year 2000. 
But it won't be because we're lucky or nice. It will be because we 
made it happen. 

We're taking care of business. Were making it easier. 

Maybe that’s why nearly thirteen hundred companies have 
mor expanded here in the last three years. 

The signs are everywhere, ° INEAN- 
and they all say the same thing. l | IC Califor mas 

They all Say “Go” California Department of Commerce 


Office of Business Development, PO. Box 9278, Dept. 55C 
Van Nuys, CA 91409 
















The Californias put 

more money into its 
public education system — 
grammar schools, high 
schools, universities and 
post-graduate schools — 
than any other state. 
We'll spend $21.6 

» billion this year That 
a 35% increase over 
three years ago. 
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Californians bought -Z 

more retail goods in i e 
1985 than Texas, 
Arkansas, Louisiana, 


7 
and Oklahoma. 
Combined. Over $160 V 
billion. (That’s up 40% 
from 1980.) The state's 
total personal income 
for 1986 is forecast to 
grow 20% faster than 
the rest of the nation. 
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office space in 
Me (1 40 la) O “7 rp 
have all the land you London, Tokyo or 


400 ITO J Co — y ^ 
need, at every price New York lately, 


> g 2 )- ^r 
voce bosmas parks | $90 ber square 
than anywhere else in foot per year 
noH ai won't surprise 
| you. Compare 
that with a 
ringside seat on 
The Pacific 
Rim for just. H 
$26 or $30 in 
Los Angeles | 
or San 
Francisco. 
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It takes a real leader 
to say this: The 
Californias 
are #23. [n 
overall tax 
burden. In 
19 70, We 
were #4. 
We had a 
billion and a 
half dollar deficit 
in 1982. Now we 
have almost a billion 

































dollar surplus. 4 

Without a general tax 

increase. ; 
The Californias will spend : 


$3 billion on streets, 
sewers, water delivery and 
related infrastructure this 
year That’s 1/5 more 
than 1984. (And an 
additional $16 
billion expenditure 
before 1990 has 
been propos ed.) 
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"KLMS service gets you off 
to a flying start: 


“Even before youle ave 


the ground. 
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KLM s service starts with 15,000 people on the ground. In 76 countries world-wide. Working 
to bring the smile to the face of the passenger. Before and after every single flight. 
‘Test us, try us, fly us. 0000 
The Reliable Airline KLM 


Royal Dutch Airlines 





was rescued from the brink of. l 
3 bankruptcy in 1984. 


| The Reagan administration decided 


not to proceed with an unfair-trade -= 


investigation into Japanese ^ 


. | discrimination against rice po ui 
<f- It will take up the issue under the ` 


|) GATT. 


| The British government NEU 
of the sale next February of state- 


nt - owned British Airways. The offer is - 


= expected to raise about £1 bilión. iE 


-Italian businessman Carlo de 


Benedetti of Olivetti tied up with the 


- Ferruzzi food group, selling ita stake | 
in Montedison. This Italian chemical — 
company broke off its extended talks 


- with Refaat el-Sayed about taking | 


x - over Swedish biotechnology group 
Fermenta. Fermenta's chairman has 


resigned. 


Hitachi Zosen, Japan' s third biggest- 
shipbuilder, announced plans to eut. PE ! 
| operating loss. 


its workforce by a third and reduce | 
production. 


Boeing has won a $1.5 billion. 
contract to sell 11 of its 747 jets to 
Japan's second airline, All Nippon. . 
Airways. JAL signed a deal for 11. - 
Boeings last week. 


Chase Manhattan agreed to 


withdraw writs against Wah Kwong 


to help efforts to restructure the - 


Corporate scorecard 


a Wirkong: proper nie 
ost his High Court appeal: 


[I against a special tribunal's ruling 


Tease verseas productioi ue 


a ABM and General Motors are selling 

" | their South African subsidiaries to — . | 
| local si employees. Honeywell is about. es 

| d America reached a $60m fishing- 


to follow. GM, which left itself the 


option to repurchase its South 


African subsidiary, is planning to 
close several of its American plants 


following a $338m third-quarter 


-| pws Holdings made a £184m all- 
paper bid for its much larger British 


insurance-broking rival C. E. Heath, 
which only recently considered 


| bidding for pws itself. 


-James Capel, a stockbroking firm, 
| topped the Extel Financial ranking of 
-| British investment analysts for the 
| seventh year running. 


d. Comment 


ae censuring him for insider dealing. 


| Australia’ S National Companies and. 
Securities. Commission proposed 


alties for insider trading - 


| offences. Nobody has yet been 
L| convicted. E 


rights deal with a group of South 
Pacific island states. The Soviet fleet 


| has recently expanded its fishing in 


the area. 


Gulf Resources made a $1.07 
billion bid for Imperial Continental 
Gas, of which it already owns 10%. 
The British energy company said this 
was not enough. | 


Kohlberg, Kravis Roberts is selling 
Wometco s cable television unit for 
$625m cash to the Robert M. Bass 
Group and others. 


-Mr Robin Leigh-Pemberton, the 


governor of the Bank of England, _ 
said that the government might soon 
drop its sterling M3 target for 
monetary growth. 


Air Liquide of France won preliminary: - 
official approval for its $1.05 billion bid 


ie uy America, s Big Three Industries. 


Economic and financial indicators ; 


are on pages 115-116. 





Sales 

Profit Before Tax 
Earnings Per Share 
Dividends Per Share 


STRATEGIC ACQUISITIONS IN 1986 


During 1986 Hawker Siddeley has made acquisitions totalling over £110 
million, mainly in the USA, in line with the Group's long term strategic 
development in leading edge technologies: — 


DAYTRONIC CORPORATION 
Leaders in ‘intelligent’ computer-based instrumentation for the aerospace, 
defence, automotive and utility industries. 


POWER CONVERSION INC. 
Pioneers in lithium batteries, the world’s fastest growing battery technology, 
for defence and commercial applications. — 

ELECTRO CORPORATION 
Extends the Group into new markets in the USA through a range of sensing 
equipment for military and aerospace markets. _ 


SAFETRAN SYSTEMS CORPORATION 
Heralds the Group's entry into the USA's main line railway and mass transit 
telecommunications and signalling markets. 


"P 000 CBAR RELIANCE FUSE - 
The Group's most recent acquisition in the USA, Reliance Fuse, manufact- 
wt a ful chi range of iie t: peran E semi pa — i 
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West German economy 


GNP % change on a year ago 


of which: 
domestic demand -+ ide 
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Source: German economic institutes 
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The worm in the bud 


West Germany's economic performance 
this year looks like being of the kind that 
governments facing elections dream of, 
but rarely get. In their autumn report 
published on October 20th, West Germa- 
ny's five leading economic research insti- 
tutes forecast that GNP will grow 3% this 
year in real terms, the trade surplus will 
easily top DM100 billion ($50 billion), 
private domestic consumption will rise by 
4.5% and consumer prices will fall by 
0.5%—the first year-on-year drop since 
1953. However, the report sounds a quiet 
warning that whoever wins West Germa- 
ny's general election on January 25th will 
at once face some tricky economic 
decisions. 

Superficially, next year looks good. 


The institutes expect real GNP growth of 
3% again, another trade surplus of 


around DM100 billion, consumer prices 
rising on average by 1.5%, and a cut in 
the jobless total. Unemployment, which 
will stay above 2m this year for the fourth 
year in a row, is unlikely to be an election 
winner for the opposition Social Demo- 
crats. The trend of employment is firmly 
up, although more people are coming on 
to the labour market and keeping the 
jobless total high. Nearly 300,000 more 
people are in work than a year ago. 

But take a closer look at the sums and 
the (in part, over-optimistic) assumptions 
behind the institutes’ forecasts. This 
year’s 3% GNP growth is based on a slow 
first half (2.5%) and a buoyant second 
half. Next year, things will be just the 
opposite—ie, a gradual slowdown. The 
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aggravates the Americans) hides the fact 
that German exports are already stag- 
nant, not least because of the rise of the 
D-mark against the dollar. In the first 
seven months of this year, export volume 
rose by only 1.5% while the volume of 
imports was up by 6.5%. In the first nine 
months of the year, foreign cars took 33% 
of the new car market, compared with 
31% in the same period a year earlier. 
The value of the trade surplus is increas- 
ing because of plummeting import prices. 

Despite that, the institutes boldly reck- 
on that the volume of exports will rise by 


continuing fat trade surplus (which so Next year they might be Toyotas 
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Consumer prices 
N % change on a year ago 


Employment 


% increase on a ca 


no less than 3% next year. They do so on 
the assumptions that: the American econ- 
omy will grow faster next year than this 
(3% after 2.5%); production and demand 
in the OECD countries will again increase; 
the price of oil will stick at around $15 a 
barrel; and the dollar will stay around 
DM2 (ie, more or less where it is now 
after steadily falling for well over a year). 

If foreign demand turns out to be less 
sturdy, it looks unlikely that domestic 
demand can pick up the slack. The insti- 
tutes expect consumption to grow more 
slowly next year (as the impact of the oil 
price fall and 1986 tax cuts wear off). 
Industrial investment will be a bit less 
buoyant, and little extra boost can be 
expected from the public sector. 

The institutes therefore urge the gov- 
ernment to try a spot of fiscal stimulus. 
They recommend that DM10 billion- 















se than DM40 billion due i in the Ve early 
(s be advanced to the late 1980s. That 
t not be enough. Bringing forward 
income-tax cuts (which the finance 
ister, Mr Gerhard Stoltenberg, has so 
opposed) would offer a stimulus of 
ely 0.5% of GNP. Moreover, Mr Stol- 
berg’s plan for financing the tax re- 
rm in the 1990s is based on three 
umptions: a big cut in state subsidies; a 
eady growth in nominal GNP of 576 
inually to 1990; and a growth rate in 
government spending slower than that. 

. On balance, the last assumption is the 
least unlikely. Mr Stoltenberg is a stub- 
born chap who generally turns a deaf ear 
to cries for more cash from his cabinet 
colleagues. He has managed to cut new 
government borrowing sharply. But he 






< America is reverting to its bad old habit 
of guzzling cheap petrol. Oil imports in 
: the nine months to the end of September 
..1986 were 25% higher than in the same 
.. period in 1985. Demand for petrol is 
5 growing twice as fast as it was a year ago. 
=: At present rates, the increase in Ameri- 
can oil demand could eat up OPEC's 
overcapacity within four to five years. 
v» In September, America imported 
. about 7m barrels a day of oil—about 2m 
< b/d more than in September 1985. About 
- half of that increase was accounted for 
|; by fluctuations in oil-company stock- 
|. piles. In 1985, American firms consumed 
-< stocks of oil instead of buying imports; 
this year they are importing nearly 
:.:400,000 b/d more than they consume in 
e order to rebuild their stocks. 
^. Still; the American Petroleum Insti- 
- tute estimates that growing consumption 
and falling domestic production are 
"boosting demand for oil imports by 
: around 1m b/d each year. Domestic oil 
production this year fell to 10.7m- b/d 
: from 1985's 11. 3m b/d. -With oil prices 


; centre-right | dia » z 


Dusting down the Winnebago 


the hope for 1 nominal 5%, M1 
berg's revenue sums then go. rong. He 








could boost borrowing to pay for tax cuts, 







but that would mean reversing his whole 
strategy. to d As for : es, 








promising to chop them. In fact, they 
have increased. 

_ The government cannot hope for much 
help from the monetary side. The i 





pendent Bundesbank is still dez pes- 


tered, especially by the Americans, to cut 


interest rates. In public, the Bundesbank 


has said no. In fact, it was ready for a deal 
at the recent IMF meeting in Washington. 

In return, the Germans wanted a firm 
acknowledgment from the American gov- 
ernment (not just the Federal Reserve 


NEW YORK 


now about half last year's levels, some 
small "stripper". wells are no longer 
economic to run, and no new capacity is 
being brought on stream to replace wells 
that run dry. 

Some utilities are burning cheap fuel 
oil instead of expensive natural gas. 
Americans are flying more miles because 
of cheaper oil; airline fuel consumption 
has increased by 10%. Both these 
sources of higher demand seem easy to 
reverse. A bigger worry is that cheap oil 
is encouraging more Americans to dust 
down their mobile homes or speed down 
the highway in gas-guzzling cars. 

Petrol accounts for roughly half of 
American oil. consumption. In the first 
nine months of this year, Americans 
pumped about 3% more petrol than in 
the same period of 1985. That may not 
sound much, but it increases the demand 
for oil by nearly 350,000 b/d. Demand is 
growing ever faster. In 1985, the annual 
rate of growth in. petrol demand Was 
about 1.5%—half this year's rate. And 
September 1986's demand was s3% high- 
er r than 3 eptember E 19855. ion 
















ni, the Saudi oil minister. 


of OPEC’ s s pricing oe sk 


straight way: 


















































so à cut in rates is not t ood 1 ini might - 


encourage. inflation. Privately, the argu- = 
ment is a bit different. | 

The central bank has few interest-rate 
shots left. The key discount rate is already 
down to 3.595, close to a record post-war 
low. If itis dropped again now, what will 
the Bundesbank have to offer if the 
economy runs out of steam next year? 


OPEC 
Until we meet again 


After 17 days of weary discussion in 
Geneva, OPEC's oil ministers have agreed 
on a small increase in the production 
quotas they set in September (see table). 
They left Geneva, however, with more 
hope than achievement. Their hope is 
that oil consumption in the rich OECD 
countries will continue to grow until they 





Pumping more 
thousand barrels a day 
December 1986 Increase from 
| OPEC quotas September quota 

Iraq. 1,935" na 
Algetia 669 — 6 
Ecuador 221 38 
Gabon 160 23 
Indonesia 1,193 4 
ran 2,317 17 
Kuwait 999 99 
Libya 999 9 
Nigeria 1,304 4 
Qatar 300 20 
Saudi Arabia 4,353 nil 
United Arab 

Emirates 950 nil 
Venezuela 1,574 19 


"production; na: not applicable 


meet again in Geneva on December 7th. 


If it does, oil prices might reach the $17- 
19 a barrel range aimed at by leading 
hopefuls like Sheikh Ahmed Zaki Yama- 


The International Energy Agency 
GEA), the oil consumers’ club in Paris, 
reckons that OECD oil consumption 
(about 7596 of non-communist world con- 
sumption) will rise by 2.5% this year. 
That could give OPEC the confidence to 
boost output after its next meeting—by as 
much as 1.5m barrels a day more than its 
new ceiling of 17m b/d. | ^. 
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mined effort to. increase 





















above profit pee ce. Even so, | 
October 26th by 
elsewhere in Europe. wil 


Tradition still drives the buses in West- 


ern Europe. Paris has brought back the 


old open-ended boulevard-crawler. In 
Switzerland and Austria, the post office 
continues to run country bus services, as 
it once ran mail coaches. In West Ger- 
many and Belgium, the railways have 
maintained their old control over buses 
in many towns and regions. But private- 
ly-run bus services, once commonplace, 
are now rare. Where they exist, they 
operate under the firm grasp of local 
governments. Britain apart, there is no 
big country in Western Europe where 
public authorities do not have effective 
monopoly over busing people around 
city streets and country lanes. 

At this point, none but Britain is 
contemplating privatisation. Big city bus 
services, says a Paris transport official, 
are not a market since costs are bound to 
make them unprofitable. Even in Brit- 
ain; London is excluded from the gov- 
ernment's free-the-buses policy. 

Most countries have increased their 
bus fleets over the past 15 years, even 
while the number of passengers was 
falling due to increased ownership of 
private cars. In some places, the passen- 
gers are coming back: Hamburg and 
Munich list themselves as the “busiest” 
cities in Europe, with each citizen taking 
250 rides a year. Modernisation of their 
fleets and bus-lanes on choked city 
streets have brought back passengers. 

But from Scandinavia to Italy, operat- 
ing costs outstrip receipts from fares. 
Typically, local authorities tender some 
suburban and rural routes out to private 
companies, which are subsidised in re- 
turn for keeping those routes alive. Sub- 


Number of buses in: 


O '000 10 20 —— 30 | 40 


Haly 
Britain 

W Germany 
France — 
Spain 
Greece 
Belgium 
Holland 
Portugal 


Denmark f ; » : 
Ireland 5 9 


Luxembourg e" 
Sources: ‘DRE Europe; Eurostat. 





Bus transport in Europe is widely regarded. asa social service that rides 
jen. Britain ct iallenges that view on 





up local | i 
ooking for clues on how to cut subsidies 


petition, auth 





sidised private firms are often seerd 
to operate school buses. The extent of 
private participation varies. In France, it 
is widespread; in West Germany, rare; in. 
Holland, almost extinct. 
Operating freedom, in any case, is. 
denied to private companies. Fare-set- . 


ting remains the prerogative of local 


authorities. The bureaucrats often jump - 


on initiatives that imply competition. In 


Denmark, for example, the commuter- 


pool system, by which a motorist picks 
up a couple of friends on the way to work 
and charges them a few kroner for their 
share of the petrol, has been outlawed as 
unfair to buses and taxis. 


The notion of bus transport as social - 


service is underpinned throughout Eu- 


rope by the use of cheap fares for 


students, pensioners, the handicapped, 
the unemployed and so on. Subsidies 
help meet that revenue loss. Then there 
is the task of encouraging people to take 
the bus instead of paralysing cities by 
driving to work. In Paris, the state-run 
transport system reckons that to make 
ends meet it would have to double the 
FFr2.75 (40 cents) come-on price it 
charges for a basic bus ticket. To keep 
the company’s books balanced, the state 
contributes 70% of the difference, and 
the city 30%. To compensate for the 
even cheaper monthly passes (usable on 
bus and metro), the company receives 
the take from a special tax on Paris-area 
employers which raised FFr1.1 billion 
last year. Employers are asked to pay up 
because the bus brings their people to 
work. 

One promising innovation the Euro- 
peans could miss in sticking to their 
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bus on the right track? 


government busing monopolies is ex- 
periments with minibuses, or even taxis, 
on regular bus routes. This is the nub of 
Britain's switch to open competition. 
National Bus, soon to be denationalised, 
and many new private companies plan 
on fielding 7,000 minibuses to compete - 
with 70,000 traditional single- and dou- 
ble-deckers in a free-for-all which a star- 
ry-eyed bus industry believes can im- 
crease passenger-journeys in Britain by 
50m next year. 

Too optimistic? Probably. Yet entre- 
preneurs hoping to beat the deficit-and- .. | 
subsidy cycle that plagues local bus ser- 
vices say that by making buses smaller—_ 
thus permitting lower running costs and 
more frequent service—they can find 
passengers and routes which giant vehi- 
cles have not tapped. Housing estates on 
the edges of big cities are a prime target. 

Europe may have a lesson to learn 
from less developed countries. In Bue- 
nos Aires, where a public concern run- 
ning full-size buses failed, some 50 pri- 
vate companies operating 23-25 seaters | 
provide public transport which offers- 
frequent service and avoids financial . 
ruin. In Calcutta, a state-owned monop- - 
oly has been pushed aside by small . 
private operators, receiving no subsi- 
dies, who now account for two-thirds of : 
all bus trips there. : 

Britain's solution does not entirely - 
abandon busing as a public service; it 
allows for subsidies to protect vulnerable . 
routes, but it hopes for savings of 30% | 
on annual handouts now exceeding 
£550m ($790m). An achievement like 
that may well prompt the public Wood 
olies in the rest of Europe to break with 
tradition and turn to the minibus to 
reduce their losses. 











Yamani, hopeful once more 


down, and the Saudis chipped in a gift to 
Kuwait of part of their new entitlement. 
Sheikh Ali Khalifa’s efforts therefore 
won Kuwait the highest share of the small 
increase in OPEC’s production ceiling. 

OPEC’s problem for this winter is that oil 
stocks are still “exceptionally large", ac- 
cording to IEA officials. That is partly 
Saudi Arabia's own making. Before OPEC 
applied a ceiling in September, it was 
pumping out a lot of cheaper oil. Oilmen 
reckon that Saudi Arabian production, 
officially put at about 5.5m b/d in the 
summer, reached 7m b/d in the last two 
weeks of August. This would have helped 
the oil companies and others to amass 
3.3m b/d of oil stocks in the third quarter 
of 1986, compared with only 100,000 b/d 
in the third quarter of 1985. 

In consequence, a big share of the extra 
demand predicted for the rest of this year 
and next could be met by a drawdown of 
these stocks. This would scupper the 
plans of some OPEC countries for a bigger 
increase in production quotas in the New 
Year, and keep prices below the $17-19 
range—unless America returns to gas- 
guzzling (see page 68). 

Before its next meeting, OPEC says it 
will search for a “scientific” formula on 
which to base production quotas. This 
will take into account members’ oil re- 
serves, historic production, productive 
capacity and population. The cartel will 
also look for ways in which it might return 
to “fixed” prices to guarantee at least $18 
a barrel. Its own communiqué suggested 
it does not really expect this. The final 
conference statement again pleaded for 
non-OPEC producers like Norway to come 
to the aid of the cartel. It said: “OPEC can 
no longer continue to defend, single- 
handedly, market stability." 
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Foreign investment in Asia 
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China’s sweeter 


HONGKONG 


Foreign investment is far from exuberant in the biggest markets in Asia, 
the world’s fastest growing economic region. A missed opportunity or 


sensible caution? 


In the first half of this year, foreign 
investment commitments in China were 
only $1.24 billion, a drop of 20% com- 
pared with the first half of 1985. Among 
the thousands of joint ventures begun, 
few have officially “failed”, but many 
have been scaled down—some of them to 
token operations. 

Since Mr Deng Xiaoping launched his 
open-door economic reforms in 1979, a 
total of $16.2 billion has been promised, 
but only $4.6 billion has been invested. 
Chinese compatriots from Hongkong and 
Macau have been the most enthusiastic 
investors (accounting for 70%), followed 
by America. China’s number one trading 
partner, Japan, has been significantly 
reluctant to invest. 

To the chagrin of Peking’s bureaucrats, 
more than half of the investment so far 
has gone into Guangdong, the southern- 
most province bordering Hongkong. Lit- 
tle of the investment so far is in the kind 
of foreign-exchange-earning, export-ori- 
ented high technology that the Chinese 
fancy most. This month, China an- 
nounced more than 100 new joint ven- 
tures in the heavily-promoted coastal cit- 
ies. The list of projects starts with a 
bicycle plant and ends with a fur factory. 

On October 11th, the Chinese libera- 
lised some of their investment laws. The 
prime minister, Mr Zhao Ziyang, prom- 
ised preferential treatment for companies 
that bring in high technology to increase 
China's exports and build up import- 
substitution industries. He has aroused 
some enthusiasm among some investors, 
who sense that this time an effort might 
be made to overcome the worst foreign- 
exchange problems, legal confusions and 
management red tape. 

The Chinese say they will grant special 
concessions to companies that hold a 
foreign-exchange surplus after sending 
their profits home, and to high-tech inves- 
tors in successful exporting and import- 
substitution industries. Unfortunately, 
the definition of a high-technology manu- 
facturer remains vague. No foreign inves- 
tor can feel sure he will qualify until 
detailed negotiations begin. 

The concessions include lower rents 
and negotiable rent holidays. Those eligi- 
ble will be given priority for water, elec- 
tricity, transport and communications, 
and (more important) be charged no 
more than local state companies. Profits 


remitted overseas will be exempt from 
tax, and more specific tax allowances are 
offered to companies exporting 70% or 
more of production. Tax refunds will be 
given to companies that reinvest their 
profits in China. 

The new laws promise joint ventures 
the right to run themselves—to hire and 
fire, determine wage levels, etc—without 
bureaucratic interference. In theory, in- 
vestors in the supposedly more liberal 
special economic : zones have some of 
these rights already; they have found 
them difficult to enjoy in practice. 

China is determined to keep as much 
foreign exchange in the country as possi- 
ble, and is adopting peculiar market 
mechanisms to do so. In Shanghai recent- 
ly, a Chinese official said that high-tech 
and import-substitution investors would 
be first in line to get official help in 
swapping local-currency surpluses for the 
foreign-exchange surpluses of other com- 
panies. Embryonic foreign-exchange bu- 
reaus are cropping up in big cities. Can- 
ton's opens later this month. Although 
2,645 equity joint ventures, 4,075 con- 
tractual joint ventures and 130 wholly- 
owned foreign subsidiaries have been 
launched in China since 1979, it will not 
be easy finding partners who are prepared 
to swap. 

Even if foreign companies respond to 
the new call to come to China, their 
employees may not. The housing short- 
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During the last few years,more adu more people have 
begun to realise the investment opportunities waiting for 
them in Europe. 

And since the launch of the GT Europe Fund in 
January 1984, they've also come to value our advice and 
expertise as a major independent investment group. 





$5.2 billion we currently manage worldwide 


January 1984. $10.0 000 invested. 

Were the ones who have believed for some years 

that the European success story wouldn't be a mere flash 

in the pan. And were the ones who were confident that, 

as fresh opportunities emerged, the future would look 

even rosier for the long-term investor, especially i in our 

GT Europe Fund. 

Probably because, with the wealth ofe experience wed 

* already had in Europe, we couid see exactly how to profit 

from the wide range of diverse, developing markets 
available to the investor. : 

.. Andhow touse the stable economies, ever decreasing 
inflation rates and keen overseas. interest in 1 the area to 
our investors advantage. | | 

Within the first two years we were able to reward 
our r investors confidence with a handsome growth rate. 








We invest around $670 million in Europe, out of the | 


and why the time is right for you to consider investing ino 



















January 1986. Investment now worth $15,950. 
Imagine. If you invest in the GT Europe Fund to- 
morrow, this time next year, you could be doing what all 
our current investors are doing now. 
Smiling. | 
If youd like to ka more about the GT EuropeFund 


it, please fill in the coupon below. 

















September 1986. fivestinent has; more than. 
doubled to o S2 680. | 
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age and school shortage in Peking and 
Shanghai deters many foreign families. 
Others are put off by state surveillance in 
private homes by domestic staff assigned 
by the authorities. This cannot add to the 
authorities' knowledge, but it does add to 
the tension in a foreigners' ghetto. 


ASEAN's divided 


SINGAPORE 





Some 19 years after it was founded, 
ASEAN (the Association of South-East 
Asian Nations) still cannot agree on how 
to forge a common market. Less than 
one-quarter of ASEAN's trade is between 
the six member countries (Brunei, Indo- 
nesia, Malaysia, the Philippines, Singa- 
pore and Thailand), and the goal of duty- 
free trade within ASEAN has been 
postponed until the year 2000. The fact 
that ASEAN is "for all intents and pur- 
poses, six separate national markets [is 
the] single most important disincentive to 
investment" in the region, says a briefing 
paper prepared for a meeting between 
ASEAN and EEC foreign ministers. The 
meeting, in Jakarta on October 20th-21st, 
was designed to promote EEC investment 
in the six Asian countries. 

Finding a cure for ASEAN's uncommon 
market is taken more seriously by some 
members than by others. The Philippines 
is keen because it needs all the export 
opportunities it can get. Indonesia is 
reluctant: with some 165m people, it is 
the biggest market in the region, and it 
knows that its inefficient domestic appli- 
ance, steel and petrochemicals industries 
would be swamped by duty-free imports 
from its ASEAN neighbours. Singapore is 
ambivalent; it is a convinced free trader 
and so would favour the abolition of 
intra-ASEAN barriers, but not at the cost 
of erecting barriers to trade with the 


Bigger shares 


New foreign investment in developing 
countries, 1976 and 1984 by: 
10 15 20 25 30 
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Japan prefers the far west 


While Japan's total new direct invest- 
ment overseas in the year to the end of 
March 1986 was 20% up at $12.2 billion, 
its investment in Asian countries fell by 
12% to $1.4 billion. Asia accounted for 
11.7% of all Japanese foreign direct 
investment, against 16% in the previous 
year. Apart from a blip in 1983-84, 
Japanese direct investment in Asia has 
fallen each year from its peak level of 
$3.4 billion in 1981-82, an exceptional 
year because of two big oil investments 
in Indonesia. 

Broken down by country, Japan's 
1985-86 investment increased in three of 
the region's four NICs—Singapore, South 
Korea and Taiwan. In the fourth— 
Hongkong—investment was down be- 
cause investment in financial services fell 
from the previous year's peak. Japanese 
investors also became shy of China, 
Malaysia and Thailand. 

The figures reflect the changing pat- 
tern of Japanese foreign direct invest- 
ment. Once Japanese firms went abroad 
for cheap labour; now they invest where 
their markets are—primarily North 
America and Western Europe. MITI offi- 
cials think the high yen is accentuating 
this trend. Though Bank of Japan figures 
indicate a spurt in Japanese foreign di- 





world outside ASEAN. 

The result is that what steps there are 
to free trade are at best faltering. Some 
12,650 products traded within ASEAN en- 
joy “preferential tariff arrangements". 
But they apply to only 2% of intra-ASEAN 
trade, and include such bizarre items as 
snow ploughs. Industrial joint ventures 
between ASEAN members also benefit 
from preferential tariffs, but their impact 
is minute. 

There are, of course, other disincen- 
tives to investment in the region: the 
complexity of investment regulation (In- 
donesia has 45 government offices han- 
dling investment); the inadequate protec- 
tion of copyright (the region is awash with 
pirated music tapes and computer soft- 
ware); and the sheer lack of information 
on investment opportunities. 





India's chilly 


In 1985, the number of joint ventures 
between Indian companies and foreigners 
shot up, and the trickle of foreign invest- 
ment into the country turned into a size- 
able flow. This year, however, the Indian 
government's warm welcome to foreign 
companies has chilled. 

After Mr Rajiv Gandhi came to power 


au uhi gal. ARA Sas PE " 


Japanese direct foreign 
investment in Asia 
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rect investment this fiscal year, MITI has 
not found much increase in Asia. 

This could change. Japanese invest- 
ment decisions take time to work 
through from intent to statistic. For 
political reasons, Japan would like to 
step up its aid to its Asian neighbours, 
and wants to do this through encourag- 
ing local investment by Japanese compa- 
nies rather than through loans or grants. 
But the companies themselves may in- 
creasingly prefer investment in America 
and Europe. 


in late 1984, news of his more liberal 
economic policy (with attendant images 
of cutting red tape) brought droves of 
foreign executives to Delhi's grubby Pa- 
lam airport. They found that some of 
what they had heard was true. The gov- 
ernment was keen to get hold of foreign 
technology to reduce costs and update 
outmoded products. It had lifted controls. 
on some industries, and opened up oth 
which had previously been reserved f 
the public sector (like telecommunica- 
tions). The laborious process for getting 
deals with Indian companies approved 
had been streamlined, and (most import- 
tant) the bureaucrats were less hostile. 

But they still found obstacles in their 
path. The government rarely allows for- 
eign companies to put their own manag- 
ers into joint ventures. Patent protection 
is poor. Foreign equity holdings are in 
effect limited to 40%, except in compa- 
nies making the highest technology, 
which the government will bend over 
backwards to get. Each technology-li- 
censing deal goes through government 
boards which may beat the price down 
even after the foreign and Indian compa- 
nies have come to an agreement. 

Despite this, in 1985, the Indian gov- 
ernment approved 1,024 foreign joint 
ventures, compared with 752 in the previ- 
ous year. American, West German and 
Japanese companies making industrial 
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Foreigners’ washout 


machinery, electronics and chemicals ac- 
counted for most of the increase. One- 
quarter of the approvals were for joint 
ventures in which foreigners took equity; 
the rest were technology-licensing deals. 
Although foreigners are still interested 
in getting together with Indian compa- 
nies—the number of applications for joint 
ventures is still rising—there have been 
many fewer approvals this year: 355 in the 
first six months, compared with 440 in the 
same period of 1985. The foreigners are 
victims of a battle going on in the govern- 
ment and the bureaucracy between those 
who want change (and think that foreign- 
ers can help bring it about) and those who 
find the status quo more comfortable. Mr 
Viswanath Singh, the finance minister, 
longs to the first camp; Mr Narayan 
ari, who was the industry minister 
until October 22nd, when he became 
foreign minister, to the second. This year, 
the cautious camp is winning, partly be- 





The fruits of liberalisation 


New foreign 
investment in 
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cause it is much bigger, and partly be- 
cause Mr Gandhi is no longer pushing for 
change as enthusiastically as when he first 
came to power. 

The liberalisers’ arguments have also 
been shaken by the alarming jump in the 
trade deficit. The Indian government 
tries to ensure that any joint venture 
which requires imported parts becomes 
Indian over a specified period. But that 
does not always work. The Maruti car, 
produced by a joint venture with the 
Japanese carmaker, Suzuki, is now only 
37% Indian, not 50% as required by the 
indigenisation plan. 

The status-quo lobby is strengthened 
by support from well-established Indian 
companies which are not keen to face 
competition from upstarts working with 
foreigners. Gillette’s factory in India is at 
last going into production after opposi- 
tion from big local blade-makers held it 
up for five years. But Pepsi's attempt to 
get into the Indian market is still stymied. 


Bond Corporation 
A fast boat to China 


SYDNEY AND HONGKONG 


Mr Alan Bond, the ebullient Australian 
entrepreneur, rarely does things by 
halves: not when he is sailing—his boats 
Australia III and IV are currently com- 
peting off Fremantle in the preliminary 
rounds of yachting's America's Cup, 
which he won three years ago—nor in 
business, where his recent interests have 
also been offshore, but in East Asia. 

In quick succession, his Bond Corpora- 
tion has bought the residential property 
interests in Hongkong of Hongkong 
Land, the colony's biggest property 
group, for HK$1.4 billion ($180m); be- 
gun negotiations to buy a controlling 
interest in the Hongkong subsidiary of 
San Miguel, a Philippine brewery; and, to 
help pay for it all, announced on October 
22nd that he was forming a new holding 
company, Bond Brewing, in a deal with 
banks which includes a $700m long-tern 
loan facility. The facility will enable the 
group to change much of its short-term 
debt for cheaper long-term money. 

The new holding company separates 
Bond's brewing interests (worth about 
A$700m) from the group's (riskier) re- 
source and media interests (worth around 
A$1 billion). Shareholders of Bond Cor- 
poration will be relieved to hear of the 
new deal. The heady pace of the compa- 
ny's recent acquisitions, and the speed 
with which Mr Bond has shuffled his pack 
of assets of late have left investors worry- 
ing about the company's debt. Despite 
recently selling off a string of hotels for 
A$320m ($200m), the group's borrowings 
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stand at A$1.6 billion. 

Since about two-thirds of the compa- 
ny's earnings are now derived from brew- 
ing, doubters also worry that Mr Bond is 
shifting too much of his business into one 
sector too fast. Not only does his group 
have a dominant 45% of Australia's beer 
market through his Perth-based Swan 
Breweries and through Castlemaine Too- 
heys; but he also has a tiny droplet of the 
American market through Pittsburgh 
Brewing, bought for $28.5m earlier this 
year. If a deal with San Miguel comes off, 
he will also have an interest in about 8096 
of the beer market in Hongkong. 

The company's rising debt has not 
inhibited growth in profitability. Thanks 
to acquisitions, Bond Corporation's pre- 
tax profits for the year ended June 30 
1986 rose from A$23.4m to A$116.8m on 
turnover up from A$517.8m to A$1.6 
billion. Margins have improved from 
4.5% to 7.6%. 

Why, though, buy a clutch of expensive 
apartment buildings in Hongkong only 11 
years before the colony reverts to China? 
Partly, it seems, because with judicious 
disposals and the redevelopment of a few 
key sites, the investment can be made to 
yield more than the rent it now brings in. 
Partly for another reason. When, 18 
months ago, he set up an office in Hong- 
kong, Mr Bond told Mr Wilson Blake, his 
man there, that whatever the group went 
on to do in Hongkong in future, its initial 
investment must be a headline-grabbing 
one. In buying Hongkong Land's residen- 
tial property, Mr Bond has seen to that. 

Although his short-term aim must be to 
bed down his new Hongkong assets, Mr 
Bond's longer-term one is to use the 
colony as a springboard into China. He 
has purchased Town and City Interna- 
tional, a shell company, which he plans to 
rename Bond Corporation International. 
Into this will go most of the group's 
offshore assets, plus any acquisitions in 
and out of China that it may make. 


Christie's 


Who could this lot 
fall to? 


The art world has been excited and con- 
fused by rumours, triggered by a story in 
the American specialist publication, Art 
Newsletter, that Phillips Son & Neale, 
London's third largest auction house, has 
been planning a takeover of its much 
bigger rival, Christie's. Mr Christopher 
Weston, Phillips's ambitious chairman, 
was quoted in the article as saying that a 
merger between the two companies 
would be **logical". 

Christie's share price climbed Slp to 
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311p ($4.5) on October 15th, despite 
frosty denials that it had received an 
approach. The company is protected 
from unwelcome predators by its compli- 
cated voting structure, set up in 1973 
when it went public. The “A” shares, 
which are owned by directors and their 
families and account for 32.5% of the 
equity, are required to vote as a block. 
Another 10% is owned by the rich Ku- 
waiti collector, Sheikh Nassar Al Sabah 
Al-Ahmed, and a further 4% by Mrs 
Vivien Duffield, daughter of the late Sir 
Charles Clore. Both shareholders are 
believed to be friendly to the present 
management. 

Phillips, which was founded in 1796 by 
an erstwhile partner at Christie's, is an 
efficiently-run private firm dealing with 
the lower end of the art market. It has 
done well in London and the provinces, 
but rather less well in its attempts to 
expand in competitive New York. With a 
turnover in 1985 of £60m, compared with 
Christie's £370m, it would be too puny to 
take on its more glamorous rival without 
a powerful backer. One director of Chris- 
tie's reckoned Mr Weston had been "'fly- 
ing a kite". Mr Weston himself later 
admitted that Phillips wanted only to 
acquire a stake in the company for invest- 
ment purposes. 

Nevertheless, Christie's is vulnerable. 
Poor management and aggressive compe- 
tition from Sotheby's (bought for $130m 
in 1983 by Mr Alfred Taubman, an Amer- 
ican property developer) have weakened 
the company. Its pre-tax profits in 1985 
fell by 25% to £12.3m. A number of 
expensive legal actions that Christie's 






t 650050 LOT 
$ #53300 34 
SF 2066550 
On 2575300 
FF VOnt S90 


Sold to the gentleman. . . over there? 
74 


a E. * -— -Fen E — 


Getting the ticket 


The cheapest way to fly out of Japan is to 
buy a ticket somewhere else. The snag is 
that you have to be somewhere else first 
to buy it. Fleet-footed passengers who 
have been taking advantage of the 
strength of the yen by importing tickets 
are finding that the airlines are getting 
tough. 

One dodge for a Tokyo-New York trip 
has been to buy a ticket for a Seoul-New 
York flight which stops over in Tokyo. 
The ticket is paid for in South Korea 
(where the yen now goes some 30% 
further than it did a year ago) and sent to 
the passenger in Tokyo. The passenger 
junks the Seoul-Tokyo part of the ticket 
and flies the Tokyo-New York leg. That 
way, a passenger making a round trip 
flying business class could save Y130,000 
($840) on a Y455,000 fare. The same sort 
of saving could be made by buying a 
ticket in Hongkong. 

This is profitable, but illegal. Since 
mid-September, the airlines serving Ja- 
pan have been reminding passengers that 
the rules of IATA, their cartel, say that 
tickets for international flights have to be 
bought in the country in which the jour- 
ney starts and at the price fixed for that 
country. In Japan (as in most other 
countries which have a state-owned flag 


faces in New York threaten to weaken it 
further. The most important of these is 
the Cristallina case, which arose out of 
lies told by Mr David Bathurst about the 
sale of two impressionist paintings in New 
York. The scandal led to Mr Bathurst’s 
resignation as chairman of the company’s 
London operation. The postponed court 
hearing is now due in January. 

Some inside Christie’s believe that if 
the :ight kind of offer came along, the 
board would accept it. At least one 
American business rival of Mr Taubman 
is believed to want an auction house. 


Video-conferencing 


Now at your 
fingertips 


While many companies are still struggling 
to instal electronic mail systems, another 
high-tech form of communication is al- 
ready peeking round the corner. Data- 
point, a Texas computer company specia- 
lising in bv!ding computer networks, is 
offering desktop terminals that send and 
receive video pictures as well as computer 
data. Datapoint promises that the new 
product will allow busy executives to hold 
more meetings from their desks than they 
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carrier), those IATA rules have the force 
of law. 

All passengers flying out of Japan are 
given a notice headed “Prevention of 
Use of Imported Tickets". This tells. 
them that if they are caught using im- 
ported tickets they will have to make up 
the difference between what they paid 
and what they should have paid or not be 
allowed to board their flight. 

The airlines' other line of attack is to 
reduce the differential between the price 
of flights bought at either end of the 
same route. Fares from Japan to Europe 
were cut by 12% in July, while those in 
the opposite direction were raised by an 
average of 3%. Travellers to North 
America have done less well. Their fares 
from Japan were raised by 10-13% at the 
same time. Similar cuts in the fares to 
Japan are unlikely to come into effect 
until December. 

The underlying cause of all this is the 
existence of floating exchange rates 
around the world. IATA's present system 
for reckoning international airfares as- 
sumes that the old regime of fixed ex- 
change rates never broke down. An IATA 
working party is now considering a for- 
mula for converting airfares based on 
Special Drawing Rights. 





could manage if they had to travel to and 
fro. But selling the new idea will be 
tough, and troubled Datapoint may not 
have the oomph to crack the market. 

The technology of desktop video-con- 
ferencing is relatively straightforward. 
Datapoint simply adds enough intelli- 
gence and data-carrying capacity to its 
local area networks to enable them tg 
carry video signals as well as comput 
data. Pushing one button calls up corpo- 
rate data from a central computer, push- 
ing another sets up a video-conference to 
discuss it. The machines do not yet serve 
lunch. Nor do they come cheap. Equip- 
ping a small department with Datapoint's 
MINX video-conferencing system costs 
about $100,000; the terminals alone 
(without computer brains or network) 
cost $7,000-8,000 each. 

For Datapoint, MINX is a vital part of its 
new recovery strategy. In 1985, the com- 
pany lost about $50m on sales of $500m— 
much to the chagrin of its new chairman, 
a corporate raider, Mr Asher Edelman. 
Mr Edelman bought into Datapoint in the 
hope of reselling it at a profit. But nobody 
wanted to buy its loss-making bits. Sc, 
instead, Mr Edelman and Datapoint’s 
new chief operating officer, Mrs Doris 
Bencsik, are trying to restore Datapoint’s 
fortunes by making better use of its 
expertise in building up networks of 
computers. 
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Spring 1987 for 10 weeks. 


Those experienced managers who come to 


- London from all over the world share a common 


purpose. They have been identified as having 
senior management potential in their enterprises, 
and require access to the full range of 
management skills and techniques to fulfil that 
promise. 

The London Programme covers financial, 
marketing, organisational, and planni ing Skills in 
depth, but uniquely shows how they can be 
effectively used together in the decision making 
process. Many of the men and women who have 
attended the forty two London Programmes that 
we have run now occupy senior positions in their 
organisations. Entry standards are high and there 
are a limited number of places available. For further 
details fill in the coupon below or telephone or telex 


the Programme Registrar, Geraldine Jackson. 


The London Programme. 


26 April to 3 July 1987" Course fee, incl usive of residence: £8,300 
Programme Director: Patrick Barwise 
"Ápphications lor 4 October to 11 December T987 are atsio now. being accepted 


peace send me further details on The London Programme | 
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Ifyou have sterling funds to invest, „find out shout the 
Sterling Money Account managed by offshore Pankey S 
Tyndall & Co (Isle of Man) Ltd. : 


You earn high interest (the result of Tyndall a s 
muscle in the money market) and enjoy the convenience 
ofa cheque book for all normal banking services, including . 
instant access to your funds, and payment of large bills —- 
(minimum cheque £250). The account can also be used for : 
standing orders. — ! d 


Investment is in UK Banks, local authorities and - 
building societies. Interest is credited four times a year, wi 
the interest itself earning interest to give you an even highe 
return (currently 9. 98%). Post the coupon for details. 


* Rate at time of going to pre 
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To: Tyndall & Co. (Isle of Man) Ltd, Dept 


Isle of Man, U.K. Tel: (0624) 29201. Telex: 628732. 
Please send me details of Tyndall Money 
Accounts. Sega us: Dollar © 
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‘he world's car industry is notori- 
usly well protected. Govern- 
ments have spent billions in re- 
‘cent years on propping up 
‘state-owned carmakers for fear 
Of the political consequences of 
letting them go bust. In Europe, 


enault have all been kept alive 
by state subsidy. Even in Ameri- 
à, with its non-interventionist 
radition, Chrysler has been 
aled out. | 
~The root cause of the. molly- 
coddling is that carmaking is an 
industry in which large-scale pro- 
duction is a particularly effective 
way of keeping down costs. Over 
time the drive for lower costs has 
reated an industry with a rela- 
vely small number of relatively 
irge firms. Because of their size, 
ach has a great deal of economic 
power, and—important when it 
omes. to winning subsidies and 
ther forms of protection—each 
as political clout to match. 
.. The effect of the mollycoddling 
has been twofold. First, the most 
fficient producers (mainly the 
apanese) have been prevented 
y voluntary (and occasionally 
ivoluntary) restraints from win- 
ing a bigger share of the market. 
This has deprived consumers of 
the widest possible choice of cars 
at the keenest possible prices. 
Second, inefficient manufac- 
ers (and their components 
ippliers) have been kept in busi- 
ness long after they should have 
gone under. European carmakers 
alone have the capacity to build 
5m more cars a year than they 
ave been able to sell (see chart 
next page). Many manufactur- 
continue to trade not for prof- 
but to preserve politically sensi- 
jobs;. this has further 
storted the-marketplace. 
At first glance, Europe's car 
arket seems a clear-cut case of 
opoly—a. market dominated 
by a few producers, each in the- 
big enough to exert an inde- 
pendent influence on market 
prices. Predicting the behaviour 
Í firms is harder than pre- 
cting the decisions of perfectly 
competitive companies; oligopo- 
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ing to circumstances. ‘Europe’ S 
volume carmakers certainly com- 
pete on price, perhaps because 
their market power is evenly 
spread. None of the six biggest 
carmakers in Europe—Fiat, 
Ford, Vauxhall/Opel, Renault, 
Volkswagen, Peugeot/Citroen— 
can boast more than about 12% 
of the market. The result has 
been (for buyers) a proliferation 
of price "discounts", and (for 
volume. carmakers) slender prof- 
its at best. | 


A kinky market 


This would be good news for the 
consumer if there were no other 
kinks in the market. Unfortu- 
nately, there are lots. Until a 
couple of years ago, for example, 
Britons paid 40% more, on aver- 
age, for the same model of car 
than their Belgian counterparts. 
This was partly because price 
controls in Belgium kept car 
prices there artificially low; part- 
ly. because manufacturers had 
pushed their prices in Britain arti- 
ficially high; partly also because 
the British government's. tight 
monetary policy had pushed up 
the value of the pound. 
Unsurprisingly, this difference 
pleased the carmakers. For un- 
changed unit costs, they could 
squeeze up to 40% more profit 
out of the same car sold in a 
different market only a few hun- 
dred miles away. Provided there 
was no shift in the demand for 
corresponding models between 
the two countries, the manufac- 
turers were laughing all the. way 
to the bank. But the pattern of. 
demand did shift; market forces 


Hard-up | Britons quickly. 
spread the word that the same 
model of car could be bought in. 
Belgium for 40% less. (One of 
the conditions for efficient. mar- 





tion. ) Demand i in Britain for the 
dearer versions o 
ae ote to fall. The 

















about 1295 
countries... 
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Take Britain. Because of the tax 


perks which businesses enjoy, 
some 60% of the new cars sold in + 


Britain are bought by companies, 
far more than in most other coun- 


tries. This gives the big fleet- 


buyers considerable clout with 


dealers and, through them, with. 
Most demand— 


manufacturers. 
and usually get—-discounts of up 


to 30% on the list price of a new 


car. 

A different kind of price differ- 
ence occurs between Europe and 
the United States, the world’s 
biggest car market by far. Ameri- 
cans’ higher real incomes and 
consumers’ thirst for variety en- 
able manufacturers to charge a 
premium for imported cars. Take 
Saab. In Sweden, where they are 
made, Saab cars are regarded as 
workaday runabouts; in Ameri- 
ca, they are luxury cars and carry 
a price tag to match. 

America's two biggest manu- 
facturers, General Motors (GM) 
and Ford, each boast much larger 
shares of the United States’ mar- 
ket than any one carmaker can 
claim of. the European one. GM 
makes around 44% of all new 
cars sold in America; Ford 20% 
and Chrysler just over 11%. This 
lead has enabled GM to exert a 
much greater influence over 
prices in its home market than its 
European subsidiaries, Vauxhall 
and Opel, have been able to in 
theirs. In August, GM led Ford 
and Chrysler in a price-cutting 
war in the. American market 
aimed at reducing its bloated 
stock of unsold cars. As an added 
incentive to buyers, it cut the 
interest rate it was offering on 
three-year loans to finance new- 
car purchases to an unprecedent- 
ed 2.7%. Its main rivals quickly 
followed. 

Among European carmakers, 


only Fiat of Italy and, to a lesser. 


extent, Volkswagen, can claim 
such. large. shares of their domes- 
tic markets. Fiat builds around 
50% of all the new cars sold in 
Italy each year. This, together 
with the- runaway success of its 
Uno model, is one of the main 
reasons. why i it. has been able to 
turn the big losses it made in the 
S j 'ofit after tax last 


no a nent does i it thave 






should no vary bys ‘more than- feared he effects. that Italian i im- 
between member 
4 fledgling car industry. 
litlerbrices : also exist. ` 


within a ‘country’s own market. 


They | 





ports would have on their then- 


The number of Japanese-made | 
cars allowed into America, as in 
Europe, is limited by what are. 


.known as "voluntary export re- 


straints" (VERs) set by the Japa- 
nese government. Introduced to 
America in 1981 to give Detroit's 


inefficient producers a chance to 


catch up with their nimbler Japa- 
nese rivals, VERS suit both sides. 


Because quotas under VERs are 


set in proportion to the Japanese 
carmakers’ share of their own 
domestic car market, they benefit 
the big Japanese. exporters—eg, 
Toyota, Nissan, Honda and (to € 
lesser extent) Mazda. First set af 
1.68m cars in 1981, the limit was 
raised to 1.8m and then to 2.3m 

in 1985. 


Living with quotas 

For exporters, the VER approach 
to protection has a big advantage 
over the kind of quota that limits 
them to a percentage share of the 
American market: the Japanese 
companies aré guaranteed a cer- 
tain number of exports regardless 
of cyclical swings in demand. 


Still, the present level of 2.3m 


nowhere near reflects the under- 
lying demand for Japanese cars in 
the United States. As a result, 
Japanese cars command a higher 
price in the American market 
than they would if trade were 
free. 

If Japanese ras many cal 






were free to export as many car 
to America as they liked, they 
would probably sell upwards of 
3m a year. Eighteen months ago 
when a dollar bought around 
Y260, they could have sold even 
more. The yen's rise in value 
against the dollar has all but 
wiped out the Japanese carmak- 
ers' competitive advantage over 
their American rivals—reckoned 
to have been $1,800 a car. 
Honda, which manufactures sim- 
ilar models in the. United States 
as well as Japan, claims that small 
cars are now just as cheap to 
make in America as back home. 
Significantly, Toyota (number 
one among the Japanese carmak- 
ers at home and abroad) recently 
reported a 22% fall in its uncon- 
solidated profits after tax, to 
Y346 billion bd d Poo for the 






















carmakers are looking enviously 
at South Korea where costs have 
moved in tandem with. the dollar. 





The new American plants will 


enable Japanese carmakers to 
skirt the VERs on imports to the 
United States, and greatly reduce 
the cost of transporting new cars 
to the American market. Do not, 


g new assembly plants in the - 
United States. Or that Japanese | 


l chised dealers 


| and. insurance, l 


bus new cars. - Trà 











nesses: hens iti finance 
fee sales. and 


` however, expect Japanese car- o utsi 


makers to make big profits, T 
. keep their hard-won market 
—. Shares, most are holding their 


f foreign prices and dealer margins- s 
Steady, and absorbing any losses. 








caused by the rising yen. Also, 
demand for imported cars in 
America looks like falling far 
short of the 4.5m units (2.3m in 
imports and 2.2m in new capaci- 


My) that outsiders by 1990 could 
lace on the market. 


Dealer takes less 


One part of the market that will 


come under increasing strain as 
excess capacity builds up is the 
system of independent dealership 
franchises. Henry Ford, inventor 
of the Model T, dreamt up the 
franchise system. of selling cars. 
Improbably, 78 years and several 
technological leaps later, the sys- 
tem endures in most rich coun- 
tries in much the same form. 

Mr Ford believed that, because 
of the specialised back-up and 
servicing needed for his (compar- 
atively) frail Model T, cars were 
best distributed through princi- 
pals linked by binding contract to 
the manufacturer. What he could 
not have imagined, however, was 

wp how it would hinder the smooth 
e^ of the market; nor how 
l at market would grow in size. 

The dealership franchise has 
several weaknesses. For starters, 
it is inefficient. Some 25,000 deal- 
ers in the United States sell about 
10m cars a year—an average of 
400 cars each year or only one 
and a half cars per working day. 







in France, the position is even- 


slacker: some 28,000 dealers (in- 
cluding their agents and sub- 
agents) each sell an average of 
only 67 cars a year. 

. The. system has survived this 
long mainly because it suits the 
manufacturers. Lobbying by car- 
makers was largely responsible 
for the system of dealership fran- 
chises being given an exemption 
from challenge under the restric- 
tive-practices legislation. of . the 
EEC. Ín most countries, carmak- 
ers are paid for a car when it 


leaves the factory, not (some-- 
times weeks later) when it is sold. 


Also, they often hold deposit 
om dealers against an annua 















‘som fries the fig. 
ure is even higher. That means 
the cost. of selling. à new ear is 








“higher than the labour cost of 


making it. Booz Allen & Hamil- 
ton, a firm of management con- 
sultants, has calculated that mar- 
keting and distribution accounts 
for up to $2,500 of the $8,000 cost 
of a family car made in Europe. 


As much as $600 of this could be: 


saved, reckons Booz Allen, if 
-inefficiencies in the present deal- 


.er system were removed. Mostly: 


this means achieving greater 
economies of scale by boosting 


throughput per dealer, and by- 


The carmakers 


Excess capacity" by region 
Total: 33m cars 
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Source: BAT Europe; industry estimates 


reducing the time spent on pin- 
pointing possible sales and on 
closing a deal. 

The use of videos and comput- 
ers in showrooms should improve 
productivity. So would the move- 
ment of the dealers themselves. 
Many dealers in wide-open 
America are conveniently placed 
at busy intersections of highways 
or on the edge of towns. But for 
how many European dealers can 
that be said? Few have kept pace 
with. the drift of shoppers from 
small shops in the inner cities to 


. big ones in the suburbs. 


nly recently have retailers in 


Number of cars produced in 1985 


North America & 
Latin America 1195 


Japan 1494 ° 


g 







e com 
franchised outlets in Britain. 
Three sell South Korean Hyun- 


dai cars, one Fiat: cars, one Rover 






Asda' 'S aim is to be ihe lowest- 
cost dealer in the rof reali It 





Sales points . in its: Mgeetakets 


are linked by computer to the 


dealer outlets. Asda is doubtless 
betting that if-(or when?) the 


system of franchised dealerships - 


breaks down, it can start offering 
a wider range of cars through the 
same outlets that are currently 
restricted to just one. Until this 


happens, Asda and any other 


would-be franchise busters must 
rely on access to a bigger pool of 
customers to reduce COSIS. - 
Ironically, the country. most 
likely to see the collapse of fran- 
chised dealers is- the € one where 
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the system is most entrenched: 


America. The system has already 
come under threat. One outsider, 
Porsche, the West German car- 
maker, has already tried—and 
failed—to break the dealers’ 
grip. In 1984. it tried to introduce 
factory (ie. direct) salesmen to 
sell its sports cars. Though they 
were promised a share of the 
handsome profits, the dealers 
saw this as the thin end of the 
wedge. Faced with dozens of law 
suits, Porsche was eventually 
forced to back down. 

improving the way cars are 


sold removes only one kind of | 





la, ket. C 


' te set. up six cars and, as a result, the profits. 





. lise the currency and reduce infl. 


for the first time in years, prices 


"break even, in 1986. 


wards 
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‘Others abound. ‘Gove 
ments are often to blame. - 
Brazil. The government ther. 
- long regulated the prices of 













































the country's three biggest « 
makers— Volkswagen, Gener 
Motors and Ford. 

In February, the- governm 
went a stage further. It swappe 
price controls for a price freeze 
part of its cruzado plan to stab 


tion. The effect was immediat 
Demand for new cars surged a 


remained stable instead of in- 
creasing annually at a double-, o 
treble-, digit rate. But, unable 
either to meet the extra demand 
or to raise their prices, Brazil's 
carmakers have watched their al- 
ready-slender profit margins be- 
come thinner. Most are expecting 
to make losses, or at best to 


Almost everywhere, then, the 
market for cars departs from the a 
paradigm of perfect competition. 
This is partly because economic 
logic has driven the industry to- 
large-scale production, 
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and partly because, as a resu 
the industry has attracted th 
anti-competitive attention of gos 
ernments. But market forces’s 
play their part—driving prices: 
where bey is kept artificia 
apanese cars in Ame 
ca) or where demand surges un 
expectedly (eg. in Brazil). a 
driving together the prices of t 
same product in different m: 
kets, Next week's brief looks 
Britains labour market--o 
which, on paper, seems less.o 
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IMI-GENEVA WELCOMES 
ITS MBA CLASS OF 1986/81 





ra 





They are embarking on a very demanding programme of 

course work, research projects, consulting activities lasting over 

ne se (and they may even find time for some fun in the 
DS... 


Upon graduation in May 1987, they will join the élite group of 
managers from which the future leaders of international 
business will emerge. 


MBA Office, 4 chemin de Conches, 1231 Conches-Geneva, Switzerland. Telex 427 452. 
Telephone (Int'l + 4122) 47 11 33. Telefax (Int'l + 4122) 46 44 39. 





International Management Institute, Ceneva 


Established in Geneva in 1946, IMI is an independent not-for-profit foundation with a substantial permanent faculty teaching, researching and consulting on allaspects 
of advanced management for multinational companies, governments and international organizations. It provides a comprehensive range of general and functional 
management education programmes, together with seminars on current issues. The MBA degree is awarded jointly by IMI and the University of Geneva 
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INVESTMENT TECHNOLOGY 





Is your stockbroker 
user-friendly? 


The financial whizz-kids of the 1990s will be computers. They are 
already being programmed on Wall Street to analyse a range of 
investments, pick winners, compile portfolios, manage them—even 


d 


In 1981, two seemingly unrelated events 
changed forever the way people play 
financial markets. American interest 
rates spiralled, with prime rate hitting 
21%; and IBM launched its first personal 
computer. Neither came as a surprise. 
During the 1970s, the world's financial 
markets had become more and more 
volatile (and therefore riskier). Coinci- 
dentally, the price of computing power 
was tumbling. Investors, who had been 
caught napping by the rapid and erratic 
movements in markets, began searching 
for more sophisticated, yet cheap. finan- 
cial techniques. The personal computer 
and its programs met that demand. 

Since then, technology has done as 
much as financial deregulation to change 
markets and investment strategies. Most 
of the pioneering work has taken place on 
Wall Street but is filtering through to the 
financial markets of London, Hongkong 
and Tokyo. New markets, such as futures 
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igger buy and sell orders. Their next stop will be Tokyo, Hongkong and 
ondon, after next Monday's Big Bang 


and options, have appeared and pros- 
pered with the emergence of technologi- 
cally-savvy financial entrepreneurs. 

With the new markets have come new 
jobs for the unlikeliest of recruits. The 
research departments of America's big 
investment banks, like Salomon Brothers 
and Morgan Stanley, are increasingly 
staffed not by MBAs but by PhDs—in 
disciplines ranging from pure mathemat- 
ics to engineering. 

These back-room financial boffins, 
nicknamed in America "rocket scientists" 
or "quants" (because their backgrounds 
are in the quantitative sciences), earn up 
to $400,000 a year. Few of their ideas are 
new; a lot are newly applicable. The 
"quants" are very different from the 
researchers of a decade ago who moni- 
tored the credit-worthiness of borrowers 
and scanned money-supply figures. The 
new breed apply the theory and practice 
of statistics, computing science, pure 


mathematics and even thermodynamics 
to almost every aspect of the securities 
business. Their laboratory is the 
computer. 

The biggest brains are employed in the 
analysis and management of bond portfo- 
lios, which took a beating when interest 
rates soared in America in the three years 
to mid-1982. First Boston, which last year 
was voted best bond-research house by 
the magazine /nstitutional Investor, has 
expanded its team of bond analysts from 
ten to 85 since 1981. Salomon Brothers 
now has more than 300 analysts in its 
bond-research team. 


In for the duration 
Bond-portfolio analysis is about how to 
get the most out of fixed-interest invest- 
ments. Bond investment used to be a 
simple affair. The old-fangled bond was 
essentially a long-term loan from the 
investor for a specific period. It was 
repayable in full after, say, 20 years, and 
carried a fixed rate of interest. The mar- 
ket value of the bond, which moves up 
when interest rates fall and down when 
they rise, mattered little to the investors 
who hung on to it until it matured, 
However, few now do, and certainly not 
the American investment banks, which 
actively manage their bond portfolios. 

The rapid increase in American inter- 
est rates in 1981 and the sharp fall in the 
value of bond portfolios that followed 
created an urgent demand for new meth- 
ods of portfolio planning and risk man- 
agement. One of the first ideas applied to 
bond-portfolio management was calculat- 
ing the bond's so-called "duration": 
maths-work first scrawled on a black- 
board in 1938. Duration calculates the 
present value of all future cash flows, 
including all interest payments, as well as 
the bond's redemption value: the further 
away they are the less valuable now. Even 
for a modest portfolio of 20 or so different 
bonds, this simple calculation with pen 
and paper can take hours. On a computer 
it takes seconds. 

But gyrating interest rates are not the 
only complication. There is much more 
debt around and dozens of new types of 
bonds in issue. This year, the American 
federal government's debt is expected to 
top $2 trillion, double that at the end of 
1981, and almost all of it in the form of 
bonds. American companies now owe 
$680 billion. This is a result not only of 
profligacy but of securitisation—convert- 


79 





af 
A 


err. 


4^2 


"n. _ 


=) 






















































id like ar dne of bonds hose 





tes increase and rise more when rates 
cut. But how to select such bonds? 
ved by calculating the “con- 
bond (see chart), The mathe- 
complicated but essentially 
Is a measure of how sensitive a 
price is to changing interest rates. 
more convex a bond (and, therefore, 
pond: portfolio), the better. The notion 
Mf 1 he | convexity of a bond is an old one 
but, without the zip of computer power, 
alculating it for a whole portfolio would 
have taken days. Meanwhile, bond prices 
and interest rates would have changed, 
making the whole exercise futile. 





: Dedicated followers 
Increasing a portfolio's convexity is there- 
fore one aim of bond-portfolio manage- 
ment. Another is to synchronise returns 
(or interest payments) with known future 
liabilities of, eg, a pension fund or insur- 
ance company. This matching is called 
portfolio dedication and is the most com- 
puter-intensive tool in modern finance. 
In simpler days, managers were con- 
tent to maximise revenues from their 
portfolios and to reinvest them as neces- 
sary. This ignored something crucial— 
- that obligations (to pensioners, say) vary 

over time. Maximising the discounted 
present value of all expected future re- 
turns is not necessarily the cheapest way 
of making sure there is enough money to 
meet those liabilities as they occur— 
because of dealing costs and because of 
the gains that can accrue from holding a 
bond for a long time. With considerable 
computer muscle, bond portfolios can be 
designed to produce exactly the flow of 
funds that is going to be needed. | 

. Portfolio dedication is still in its infan- 
‘First Boston reckons that only about 
$30 billion of pension-fund assets in 
: a (en) than 1%) lie in oea 








E it, called portfolio immunisa- 
1 aims to produce enough mon- 
[ede obligations as they 
| not necessarily exactly the 


ices -fal Jess than others when interest 





computers, it would be impossible: Even 
with ela it takes several hours of 





dedicates, m iud dida max mising of 
and the computations neces- 


sary. e enormous. But the. quicker. the 


sums are. done the better. If. prices shift. 


too much while being. computed, the 
whole thing has to be done again. 
Some brave pioneers have even applied 


The benter the boas 
| Convexity of bonds 


Security 1 


Yield level, 96 

de——RR Mem 94 

10. Ti. 12^ 13 14 13 
Security 2 is more convex than security, Analysts asses the two 
curves trom where prices and yields are now — A in the chart. When 
interest rates go up the price of security 2 falls less than the price of 
security 1. When: they decline, the value ofthe more convex 
security moves up faster than that of the flatter, Security 1 i$ a 
straightforward fixed-rate bond. Security 2 isa syfifhetio — a very 


short zero-Coupon, coupled with a long one. This makes it sensitive 
to large shifts in rates in eher direction, 


Source: based of a chart Tom Salomon Brothers 


these analytical. techniques to entire port- 


folios—equities included. — Salomon 
Brothers is one. But the returns on equi- 
ties are so hard to model predictively that 
hunches are probably at least as good; 
besides, the most attractive thing about 
equities is their potential for. capital 
growth, not the income they offer. - 
But computers can make good. stock- 
pickers, too. Fund managers, like Bos- 
ton’ s Battery March, and financi 













computers to take a hard look at 
sheets < and current stockmar 
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volume information as it happens. 











nity we re Cono place. and ari ME 
relatively straightforward. - "uL 
Nowadays, arbitrage is a high-p pressure " 


refitting of trading floors into an electro 
ic arms race. On one estimate, the bigge 
New York institutions are. Spending upto . 
$40,000 a year per position on computer — 


hardware, software and operating costs. . 
 Bond-portfolio analyses can be left to run 


overnight: foreign-exchange trawls or 
working out when an option is under- 
priced can't. Markets have come close tà 
possessing perfect price information, in' 
the sense that all prices are pretty much 
instantaneously known to all. 

This is achieved by open outcry or 
electronic screens, which are used to 
trade currencies and bonds (and, in a 
smaller way, equities). Screen trading is 
not new, but in the past two years the way 
the information is supplied has been 
changing dramatically and has opened up 
new opportunities for the arbitrageur. 
Market information used to. be supplied 
solely on a video screen and all a trader 
could do was turn the electronic pages or. 
switch to another service. He had plenty 
to choose from—some 2,500 services in 
all. The biggest of these are Reuters, 
which can run to 40,000 pages, and Tele- 
rate (30,000 pages), too much for any- 
body to take in. 

Video screen information cannot be 
fed directly into computers and detailed, 
analysis of the data is therefore impossi4 


ble, unless it comes on one of the pages ~ 


provided by the data supplier. In the past 
two years, the information-providers 
have started, rather reluctantly, to make 
their data available in machine-readable .- 
or digital form—though Telerate current- - 
ly lags behind Reuters in this. That gives 
the customer, rather than the information - 
supplier, the ability to process price and. 1 














Back to the futures 
One kind of computerised arbitra 
danger of giving the profession 
name. Like any other form o 
stock-index arbitrage (or progr 
ing) exploits an inefficiency, 
between the value of stock-i 


f contracts and that of the: underlying 
stocks they represent. 


(A stock-index usb eis ssimply: an agree- 
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If you believe in the ‘one miracle at a time theory’, you will have to hold 
your breath, says Sir Martin Jacomb, chairman of Barclays de Zoete Wedd, 


who discusses the long-awaited 





For months, desk diaries and calendars in the City have 
sported a large red cross on October 27th. Investment 
bankers have avoided business trips and lunch dates, 
planning to be in the office to see what transpires. For, 
in three days time, the City of London will begin to 
undergo some far reaching changes which could bring 
great benefits, but which also entail danger. A great 
deal has got to go right if the pitfalls are to be avoided. 
In fact, if you believe in the ‘one miracle at a time 
theory', you will have to hold your breath 

Ever since Cecil Parkinson and Sir Nicholas 
Goodison agreed to reform the Stock Exchange in 1983, 
and abolish fixed minimum commissions, permit dual 
capacity trading and admit outside capital into Stock 
Exchange firms, the prospect of change has been 
viewed with a mixture of awe and fascination, not only 
by those who conduct business on a day-to-day basis 
in the City but also by financial commentators in 
London and elsewhere. 

Forecasting the effects of City reform has become 
something of an industry in itself. Considered appraisal 
of known facts has often been supplanted by the glitter 
of publicity, colourful accounts of high salaries and the 
glamorous risks of trading. People ran into the streets 
on the day war was declared in 1939 and gazed into 
the sky expecting no one knew what. Equally, it would 
bea mistake to expect an immediate Armageddon after 
midnight on October 26th. But, far reaching changes 
will begin to be discernible in the City. New information 
systems will be up and running and jobbers and brokers 
will be allowed to begin dual capacity trading; but the 
effects on the financial community as a whole will take 








"BIG BANG’ 


somewhat longer to become apparent. 

The change in London has often been referred to 
as revolutionary. Another description would be 
evolutionary; but it involves much evolution 
concentrated into a small time span. Banks had for 
some time recognised that they must supplement more 
traditional forms of lending with the ability to create 
and issue securitised debt on behalf of their customers. 
As a consequence of the banks' need to maintain a 
strong presence in a wide range of markets such as 
equities, gilts and bonds, the remorseless convergence 
of banking and securities business became evident. 

In effect, the changes allow universal banking, 
enabling major commercial banks to develop and 
market all types of securities. This is what customers 
now want and expect. 

The highest priority for the British banks must be 
to adapt themselves to service the domestic market 
against an onslaught of foreign competition. To ensure 
our customers *buy British' 
financial services, it will be 
essential to offer corporate 
customers the fullest 
possible service. 
| (CONTINUED ON PAGE 4) 


MARTIN JACOMB 






























MSRP ANNES 
pun 


Se ES. 


Addresses and a Numbers: 


BACKGROUND TO ‘BIG BANG’ 


he establishment of Barclays de Zoete Wedd (BZW) 
as a new type of international investment banking 








group has been made possible by changes in regulations 


governing The Stock Exchange, London, which come 
into full effect on 27 October, 1986. ‘These changes, 
together, give rise to what has been termed the ‘Big 


Bang’ because of the radical effect they will have on 


the City of London. 
The changes that are taking place in London 
followed a 1983 agreement between the Government 


and the Stock Exchange which headed off the threat 


_ of restrictive practices litigation. The agreement 


- On 12th March, 1984, Barclays Bank announced the 
intention to establish a major Puce international 
investment bank within the Barclays Group, which was 
-later given the name Barclays de i oet Wedd. 

The ordinary capital of the BZW group holding 
company is owned by Barclays Bank PLC. The group 
is made up of four main constituents: 


de ZOETE & BEVAN stems from a merger in 1970 
of two well established stockbroking firms in the City, 
de Zoete & Gorton, founded in 1798, and David A. 
Bevan, Simpson, founded in 1875. It has become one 
of London's leading stockbroking firms active in gilts, 
equities and fund management, for institutions and 
individuals, and in corporate finance. 


WEDD DURLACHER MORDAUNT & CO., 
founded in 1881, has, after a succession of mergers, 


become one of the largest jobbers in the London 
market, with a strong position in both gilts and equities. 


| BARCLAYS MERCHANT BANK (whose name was 





changed to Barclays de Zoete Wedd in June 1986) has 
achieved considerable success in capital markets, 


corporate finance, specialised banking and, through its 


ibs , Barclays Development Capital, manage- 
I ent and employee buy-outs. It has provided convincing 
evidence of the ability of a major clearing bank to 


produce a dynamic and profitable merchant bank. 








accelerated a process of deregulation that had been 
under way for some years in world financial markets. 
Itis probable that this international trend towards 
deregulation would have led to reform in London 
sooner or later. But no international financial centre 
has undergone such a significant transformation in so 
short a time as that now facing the City of London. 
London’s ‘Big Bang’ abolishes fixed commissions, 
permits outside shareholding in member firms of The 
Stock Exchange and eliminates the distinction between 
stockbrokers and stockjobbers, thereby opening the 
City to greater competition and consumer choice. 
















BARCLAYS INVESTMENT MANAGEMENT 
offers a broad range of investment management 
services, particularly to pension funds, and acts as 
investment adviser to the Barclays Unicorn 
family of unit trusts, one of the major 
British fund groups. 

‘Big Bang’ involves a corporate 
reorganisation of the four BZW 
constituents, and the new structure, 
together with client contact points 
and activities, are shown on the 
opposite page. 

The staff of Barclays de Zoete Wedd 
is currently some 1,400, most of them 
based in the UK — in London, 
Birmingham and Manchester with the remainder 
in Tokyo, New York and Hong Kong. 

The bulk of the UK-based staff, other than 
those engaged in fund management, are housed 
at Ebbgate House, Swan Lane, in the City of 
London. BZW is represented in Australia through 
a 50% interest in Meares & Philips, stockbrokers, 
Sydney and Melbourne. : 

The new company’s capital strength together with 
the worldwide resources of the Barclays Group and 
strong client base, skills and reputation of the four 
constituents, will enable BZW to compete effectively 
in the changing financial services market in London 
and around the world. 
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—. There has also been a gradual worldwide move 
owards more liberal markets and deregulation over 
me years. The proposed changes in the City are part 
this development. Even if Sir Nicholas Goodison 
id Cecil Parkinson had failed to remove the dam of 
strictive practices, and trading had carried on in the 
. same old way, the process of liberalisation in the world's 
. financial centres would still have happened. But 
ankfurt, Amsterdam and Paris would have been in a 
uch better position to compete with London. Even 
ow, with change in train, London's 4.596 share of 
- International equities trading in 1985 is likely to decline 
. this year mainly because of greater volumes in equities 
trading in Tokyo; but more significantly its share of 
equities trading in the European time zone will also 
decline in favour of some European Stock Exchanges. 
_.. IfLondon after Big Bang is to continue to maintain 
its position as one of the three main financial centres 
along with Tokyo and New York, it must quickly 
- demonstate that it is not only a stable, but also an 
efficient and competitive financial centre. 
| WHO BENEFITS? 
- Who stands to benefit from all the changes in the City? 
The view that the investor stands to gain by increased 
ompetition is seen by some commentators as a clever 
piece of marketing by the banks and new financial 
- conglomerates that stand to make bigger profits. This 
-is not how I see it. When one looks at the effects of 
-the much more limited changes which took place on 
.the New York Stock Exchange on May Day 1975 
(merely the abolition of fixed minimum commissions) 
t is clear that the risks do not belong exclusively to 
the investor. Even allowing for the fact that there was 
 nochange in dealing systems, no pre-arranged mergers, 
no move from single to dual capacity, the 12 months 
following May Day were something of a bloodbath. 































Commissions fell by 40%, stabilised, then fell again 
riving some 35 firms out of business in 7 months. 
owever, the next 10 years were among the most 
fitable ever on Wall Street and those firms which 
vived now provide a more effective and efficient 
to their clients than before. | 
No-one then should be under any illusion about 
sks inherent in Big Bang. British owned firms 
BZW are having to introduce changes on a scale 
thin a short period which no sensible 
1essman would ever think of undertaking under 
usiness conditions if he could avoid it. We are 














changing the whole market structure and the trading 
system for Stock Exchange securities. We are combining 
firms with different cultural backgrounds. Many UK 
players will find that they are much less well capitalised 

than their US or Japanese counterparts. 

Some UK merchant banks have been floated as 
public companies in order to augment their capital. 
Others have relied on larger parent companies to 
provide the initial capital backing. Competition will be 
intense, not only between British firms but also 
between UK and foreign firms, which are also anxious 
to compete in the deregulated City, and which are not 
only better capitalised and used to dual capacity 
trading, but also have profitable domestic businesses 
at home which are protected by tradition if not overt 
regulatory barriers. 


COMPARISON 


If May Day 1975 in New York is the closest comparison 
available, then there must remain a question mark over 
the future of some firms in the City. In the long term, 
those who survive the rigours of competition will be 
providing a wider variety of financial products and 
services for the consumer, more efficiently and usually 
at lower cost. Not just for companies and institutions 
but for the small investor, too. He will benefit froma 
cheaper, more efficient service whether he is investing 
directly in shares or via pension funds, portfolios or 
schemes such as the Government’s new Personal Equity 
Plan. Undoubtedly, Big Bang will open up the City to 
new competitive forces and thus make firms more 
responsive to the needs of the consumer. 

While Big Bang will be accompanied by a new and, 
I hope, flexible regulatory system within the City, 
practitioners will be involved in it and will be 
responsible for the surveillance of business practice. 
Other financial centres around the world will be subject 
to regulation by their own regulatory authorities. But 
as distinctions blur between different but similar 
intermediaries and products in the global securities - 
market, there will emerge a need for much greater 
international co-ordination of regulation than exists at 
present. The well known cry is for ‘a much more level _ 
playing field’. That, too, may be a matter for evolution. 


BARCLAYS de ZOETE WEDD 


@ THE INVESTMENT BANKING ARM OFTHEBARCLAYSGROUP — 
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usually the third Friday in every third 
month. The advantage is that no money— 
apart from a tiny margin requirement— 
need be put up in advance. 

Futures contracts in stock-exchange in- 
dices were first introduced four years ago 
in America. At their simplest, stock- 
index futures allow, say, an insurance 
company to liquidate part of its equity 
portfolio for a short period and put the 
cash to better use. The insurance compa- 
ny sells a chunk of its portfolio consisting 
of the shares in the index and agrees to 
buy them back, in the form of a stock- 
index future, at a later date. In the 
meantime, the money raised by the sale 
of the shares could be gathering interest 
from, say, Treasury bonds. The stream of 
dividends the portfolio would have 
earned is forgone: but since bond yields 
e consistently higher than dividend re- 
rns, the sacrifice proves worthwhile. 
Stock-index futures will normally be 
priced above the underlying index. (This 
is because the futures holder saves the 
“cost of carry” of the shares, and can put 
the money to better use). But sometimes 
the price of a futures contract will be 
higher than it should be, particularly in a 
bull market. The arbitrageur has already 
programmed his computer to take advan- 
tage of this. 

If he reckons that a futures contract is 
trading at a premium he can initiate a buy 
program. He buys a portfolio of shares 
which closely matches the index. At the 
same time, he agrees to sell them at a 
later date, by selling a futures contract in 
the index. Until the future falls due, he 
pockets the stream of dividends from his 
shares. When the future expires, he 
dumps the shares and pockets the differ- 
ence between the price of the future when 
he bought it and its price at expiration, 
which will be the value of the index. 
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Sounds easy? It isn't. There are two 
main difficulties: deciding whether or not 
to initiate the programs and moving fast 
enough to make money out of them. The 
first depends on whether or not the future 
is reasonably priced. To compute that 
involves plenty of number-crunching and 
a fair amount of guesswork. Futures and 
options are valued using a variety of 
different models, most of them developed 
by academics and extended by users. No 
firm's variants are quite the same, which 
is why it is hard to predict when or 
whether the programs will roll into 
action. 

The models need to take account of 
transactions costs (which can be high 
when all of the 500 shares in the S&P index 
have to be bought and sold). These costs 
can be reduced by dealing only in a subset 
of the 500 shares, chosen so that it tracks 
the index closely rather than exactly. 
Statistical analysis has made it possible to 
run program trades with fewer than 30 
shares and still retain a high degree of 
confidence that it will mirror the S&P 500. 

The models also need to make some 
assumptions about interest rates. If they 
go up, so does the cost of carrying securi- 
ties, which means that sell programs 
should make more money and buy pro- 
grams less. And programs can go badly 
wrong. If too many people are trying to 
sell stock at the same time that the futures 
contract expires, the market will plunge 
(as it did famously on Friday, March 21st 
of this year). That fall can wipe out the 
gain made from the premium on the 
future. 

Speed is essential. To make money out 
of program trading, arbitrageurs have to 
recognise opportunities quickly, which 
means they have to possess fast comput- 
ers and timely information about prices in 
the futures and stockmarkets. And the 
transactions have to be done fast too. 
With the unwinding of a buy program 
driving down the market on an expiration 


Tails and terriers 


New York Stock Exchange 
quarterly trading volume 
(number of shares) 


Standard & Poor's 

500 futures contract 
quarterly trading volume 
(number of contracts) 
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makes most money. That is why programs 
sometimes get unwound early—as seems 
to have happened on September 11th and 
12th, helping drive a decline of more than 
100 points on the New York stockmar- 
ket's Dow Jones industrial average. 

All this means that program trading is 
not nearly so lucrative as it once was. Mr 
Richard Sandor, a former MIT professor 
who now heads the options and futures 
division of Drexel Burnham Lambert in 
Chicago, reckons that the profit margin 
on the trades has been pared from over 
4% over Treasury yields to well under 
2%. With margins that thin, the securities 
houses—whose dealing costs come 
wholesale, are the only ones who can 
hope to make money. 


Market bugs 

Some small investors (and even a few 
larger ones) are wary about the spread of 
technology. The tail is already wagging 
the terrier in some of the new markets, 
where fancy trades have outgrown those 
in the underlying securities. For example, 
daily volume trading in stock-index fu- 
tures is around $10 billion, compared with 
$7 billion for equities on the New York 
stock exchanges. (Chart 2 shows how 
closely futures activity tracks equities. ) 

Some investors are shunning the new- 
fangled approach to investment altogeth- 
er. Commodities dealers, for instance, 
have resisted the switch from open outcry 
to screens, even though their chartist 
market is ideally suited to trend-spotting 
programs. One big worry is cost. Infor- 
mation processing equipment gives such a 
great edge in the new hypersensitive 
markets that smaller companies are 
tempted to spend more on technology 
than they can reasonably afford. 

Most big Wall Street brokers argue that 
their arbitrage increases market efficien- 
cy and that their hedging techniques help 
to protect investors. Not everybody is 
convinced—critics cite wild gyrations in 
the Dow Jones Index surrounding the 
"triple witching hour", when stock-index 
futures and options expire. Against them, 
average daily volatility is well down on its 
average for the 1970s. 

The fact is that none of the regulators 
knows exactly what the new techniques 
are doing to the markets. It looks likely 
that America's Securities and Exchange 
Commission will soon mount a formal 
inquiry into the causes of September's 
mini-crash, which some have blamed on 
computer trading. Because the SEC has 
the power to demand documents from 
brokers, it may find out who did (and 
does) what and why. But for a fair 
verdict, wait to see how Wall Street's 
computerised investors handle a bear 
market. 
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After Big Bang, watch out for 





Guy Fawkes day 


With the approach of the London Stock Exchange's Big Bang on 
Monday, October 27th, Britain's parliamentarians scrambled to debate 
and pass the legislation: needed to regulate the financial markets that 


-are being exploded by the reforms. Barring last-minute calamities, the 
Services bill will get the Royal Assent at the 
ovember. Though the bill is a bit of a mess, it is a path-breaking law to 


Financia 







ing the Great Depression 


Not without reason, the Financial Ser- 


<. vices bill has caused fireworks. It has 
been criticised for its complexity and its 
- patchiness at every stage of its lumbering 


- nine-month passage through Britain's 


. parliament. Mr Brian Gould, the Labour 
- party's spokesman on the bill, says it is. 
: badly defective. Mr Ian Steers, chairman ; 






dni ten years' time unless it is improved— 
E and dod Vise But it is dieci d to 














. Organisation (SRO), which groups he" 1 
- big Eurobond firms, predicts that it will 
-~ still be being re-interpreted by the courts. 


p P the beginning. of: ‘Detober,. 


otect investors and police a mass of financial firms—the first big - 
rethink by vel] oran country since America's securities laws follow- 


rules, or have been regulated informally. 


Under the new act, self-regulatory or- 


ganisations (SROs) will still oversee them, | 
but a new body, the Securities and Invest- 
ments Board (SIB), will police the SROs 
and Lx 
al It will be a crime to invest other - 
: people' s money or give investment advice - 
ry without being authorised by an SRO. - 
These SROs will finish drawing up their co 





»ndon's financial markets in gener- 





rules during the next nine months. 


This. apparently simple framework,  : 
first sketched in the government's White 
Paper called “Financial Services in the - 
United Kingdom" in 1985, ballooned into 


a colossal bill, 205 clauses long and sub- 
ject to over 1,000 parliamentary amend- 


ments. The House of Lords had to deal i 


2 handful of big issues. Some have bee 
o solved (though dissent remains), but oth- 


Parliament has made its decision, or most 


ment in. September exempted them. . 


risked being put in jail. 


stabilisation of securities issues by under- P 
writers. The government originally ruled 


.. doing the same thing with a secondary — 
inning of | 
-such as Libya’s recent one of Fiat shares) _ 


Lords passed this on October 16th, but E 


contribute, and from which investors 
could be descr if their investmen 





Fuss about the bill has centred on - 





ers are still in the air. On four big ones, 


of it. First, the role of the sis. Opposition _ 
Members of Parliament (MPs) and other — 
critics wanted this agency to be a statu- . 
tory body with full legal powers, like the. 
Securities and Exchange Commission in. 
America, so that its status would not be 
ambiguous. They lost. E 
Second, the position of corporate trea~ 
surers. In July, these suddenly noticed - 
they might be covered by the bill whenev- - 
er they deal in securities on their compa- 
nies’ behalf. So a government amend- 


Third, legal immunity for SROs. The gov- 

ernment originally wanted the sROs to be 
liable to prosecution, as the Stock Ex- 
change is now. It changed its mind when | 
potential SRO board members said they 
would refuse to join if, as a result, they _ 

























Fourth, and still contentious, is the : 


that securities companies could stabilise 
the price of new issues they were handling 
by buying the bonds or shares themselves _ 
(as happens in the Euromarkets), but that - 


issue (eg, a rights issue or a big equity sale- 


would be illegal. Following lobbying from 
the Stock Exchange and ISRO, the clause _ 
was amended to include all issues. The 


many believe it was better—ie, less risky ne 
for investors—as originally drafted. — 

Four big problems remain unsolved: 
@ Compensation for investors. The SIB. 
wanted to have the power to set up a 
central fund to which all sROs would. 


ning, “for now. ; 
€ Disclosure of commissions and char, € 
on insurance policies. Several MPs wante 
an amendment giving. investors in 








with more than 600 of them in three days cor 
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of Big Bang is already behind it, the 
London Stock Exchange produced on 
October 22nd an impressive study of the 
quality of its markets. Well before the 
abolition on October 27th of fixed mini- 
mum. commissions and of distinctions 
between market-makers and agents, 
- London's fee structures, market shares 
' . and behaviour have all altered. 
|. Average commissions on equity trades 
have dropped to 0.43% from 0.58% in 
- ^ 1983, when the previous big Stock Ex- 
change study was done. Commissions on 
medium-term and long-term gilts (gov- 
 ernment bonds) have fallen even further, 
from 0.1176 to 0.05%. The main reason 
for both drops is that commissions de- 
crease as the size of the deal increases, 
and bargains are getting bigger. 

On the smallest equity transactions— 
those of £600 ($860) or less—average 
commissions have almost doubled from 
3.8% in 1983 to 6.8%. Firms have raised 
their minimum fees to discourage un- 
profitable. small deals. Individuals own 
more shares these days, but they do not 
trade them much, and fewer than ever 

through agents like banks or 


London’s changing markets 


Source: London Stock Exchange ~ 


if to admit it might mean more, the 
agency has agreed to think again. 

|. € Polarisation and banks. In its rules, the 
-SIB wants to force investment companies 
. to choose whether to be investment advis- 
ers selling several brands of investments 
or company representatives selling only 
one, so that investors can have an idea if 
their advice is objective. Bank branches 
want to be exempted, as they say ne 
- need to be both.. | 
e Lloyd's of London. This huge insur- 
ance market is excluded from the bill. 



















. frauds than other City institutions. 


than. was originally. envisaged. Its ante- 
cedent was a report by Professor James 
„Gower. on the reform of investor protec- 
tion in Britain, which was commissio 1 





| accountants. - | 
Institutional investors and banks do 


Cae the ledy view. vat imuch 


equity. 


Critics want it in because it has a- big 7 h 
"investment business and more recent  rul 


- The bill’s coincidence with Big Bang i is. | o 2 
` just that, but this makes its job tougher n 








about the same volume and value of 
trades as in 1983. The biggest 
change is the share of in-house trading at 
securities firms, which has quadrupled. 
Much of this is arbitrage between Lon- 








don and New York, which was made 


possible by a change i in Stock Exchange 
rules that let members trade British 
equities in the form of American Deposi- 
tary Receipts (ADRs). : 

Individuals have faded in the. gilts 


markets. Banks have pulled out of short- - 


term gilts while building societies have 
moved in; banks have taken.a bigger 
share of longer-term government bond 
trades, and big life insurance companies 
and pension funds a smaller share. Aver- 
age commissions on medium-term and 
long-term gilts have fallen. But in short- 
term gilts, where there are no minimum 
commissions, fees have stayed at an 
average of 0. 013%, though bargain size 
has grown by one-fifth. | 

After Big Bang, most people expect to 
see small transactions cost even more 
and big institutional deals less. Market- 
making will become more competitive. 





Equities 
Client % of value % oftrans-  % commission % of total 
actions rate commission paid 
1986 1983 1986 1983 1986 1983 1986. 1983 
Individuals & agents 186. 284 73.5 769 0.86 098 363. 46.4 
institutions & banks 60.1. 597 175 15.4 0.39 0.45 532 45.6 
In-house 10.7 2.6 4.9 46 . 008 0.15. 22 0.7 
Others 10.6 9.3 4.1 34.. 044 062 . 83 7.3 
Medium- and long-term gilts du s uds s | | 
Individuals & agents 66 19.8 59. 74:3. 0.103 0.148. 16.8... 332 
Institutions & banks 63.1 68.9 31. 20.8 0.550 0.109. 603.9 552 
In-house 15.7 1.1 4. 1.3 40.005 0.0060 2.2 | 9.1 
Others 14.6 10.2 4. 3.6. 0.049 0. ATA 11.5 


in 1981, well before diciulütion of the 
City was proposed. His plan. for self- 
regulation suddenly had to double as a 
way of controlling a newly-competitive 
City, with its foreign companies, new 
exchanges and Masi pa of conflicts 












| Increase. 


: many as 12 or 13 firms. pcm continu- BI 


ous, two-way prices. From next week, 
132 equities—led by British Telecom— | F 
will have at least that many market- f. 
makers. At the bottom of the scale, c 
however, the number of stocks with one «| 
or no committed - market-maker wil | 








.. More competition—a ell: as ; fast, 


| automated price informatíon and. higher rS 
_ turnover—should make London a more 
attractive place to do business. The gap 


between. market-makers' bid and. offer 


~ prices should be reduced, while the 


depth of the market (its ability to handle 
increasingly large trades without moving 
prices) is expected to increase. But some 
of those who expect very big cuts in 


transaction costs may well be 
disappointed. ~. 
The average. "touch" (the gap be- 


tween all jobbers' best bid prices and all 
jobbers’ best offer prices) in the London 
Stock Exchange at present is 1.06% of 
the mid-price. This is the figure for all 
securities, but the touch varies from 
0.75% for the biggest stocks to 3.37% 
for the sluggards.. It widens.for bigger- 
than-average deals. 

Will the touch shrink? Look at Ameri- 
ca’s NASDAQ, which London’s new trad- 
ing system will most closely resemble. A 
study done early this year of the 2,035 
stocks in NASDAQ’s National Market Sys- 
tem showed an average spread of 1.3%, 
ranging from 0.5% on the 48 most ac- 
tively-traded. stocks to 5% and over on 
465 slow ones. Since NASDAQ calculates 
spreads as a percentage of the bid price 
rather than the mid-price, the American 
figure is not directly comparable. It is 
close enough, though, to indicate that 
London spreads after Big Bang may not 
drop as dramatically as investors hope. 


Act will start working only in the autumn 
of 1987. The SROs are supposed to regu- 
late their members without so strangling 
the industry that companies. migrate to 
Frankfurt (see page 91). And the details 
of the rule books that allow the SROs to do 
that will make the Financial Services Act 


look like a nursery rhyme. 


London work permits _ 


Invisibles canes 


If. the City of London i 
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centre in 
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number of work 
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iggest providers of capital “taking x over 
yhere the Arabs left off. 

© The life companies want to expand 
— their London offices so they can manage 
. more of their money from the City, as 
part of a long-term strategy to increase 





7 their investments in foreign equities. That . ee 
should lead to commission earnings- for T 













.. London-based stockbrokers. Inste 
there is a danger that the Japanese life 
'ompanies will move their investment. 
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Suddenly, Hongkong has become inves- 
tors’ flavour of the month. At à time 
when other stockmarkets have been dull, 

the Hang Seng index rose by 19% in the 
four weeks to October 15th, when it set a 
new high of 2289.65. It has since moved 
sideways, closing on October 21st at 
2238.3. The rally owed as much to the 
lemming-like instincts of fund managers 
as to fundamental attractions of the 
market. 

Hongkong shares had, admittedly, 
been looking a good bet for months 
compared with Tokyo's. Company prof- 
its in the colony are forecast to rise by 
30% this year. Until October, such was 
the pace set in Tokyo that most interna- 
tional investors managing Asian portfo- 
lios kept their money in Japan. Since 
then, Tokyo's Nikkei index has fallen 
16% below the peak it set in late August 
(see page 90). Hongkong became the 
chosen alternative. 

Even after its sudden spurt, Hongkong 
has room to rise. Based on 1986 earn- 
ings, the market's average price-earnings 


ratio is 14, well below Tokyo’s 40-50. . 
^ This explains why foreign investors, es- ` 


pecially Americans who like to. value 


Hongkong Hang Seng index 
' July 31 1964 «100 
End period 
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| fixes a ratio between thi. ue of 
. foreign nationals and local employees. At 
present, all the life companies are up to 
their limits. Sumitomo Life, Japan's third 


largest life insurer, for example, applied 
ork permits for two Japanese train- 
's. Both applications were turned down. 
he two ex-trainees are now working in 










"i driv es Ho ngkong paper 


it is like old times in Hon ongkong s stock: rat. Three years after fear of a 
pundits to write 

Seng index is trading near an all-time high. - 

r, producing an im 
rally: foreign (gweilo) fund managers, not 


e the place off for good, the Hang 
e euphoria is overdone. 
rtant difference in this latest 
ocal investors, are leading it 


companies using earnings multiples, àre 
still buying. For this reason, the present 
rally could run further—to 2,500, say 
many brokers—unless, perhaps, the fall 
in Tokyo prompts buying there again. 

"Fo the cautious, however, there are 
already signs of froth in Hongkong. 
Hongkong Chinese investors are not 
interested in p/e ratios. Instead, they 
look at asset values. The Hongkong : 
market has. always been dominated by its 
property companies, which still account 
for more than 25% of the market's 
capitalisation of HK$280 billion ($36 
billion). True to form, the shares of 
property companies have led the latest 
rally. Many property shares are now 
trading at or even above their net asset 
value for the first time since Hongkong's. 
spectacular property boom and bust of 
1981-82. 

This seems illogical, because property 
values are not rising in line with the 
stockmarket. Most of them are little 
better than static. The richest Hongkong 

- Chinese still have little interest in buying 


- fixed assets in their politically vulnerable . 


territory. Two indications of this: for- 
eigners are at the buying end of almost 


- Market capitalisation 


Total: US 2 bn 
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more Britons. But the life companies 


hos and Singapore. Sumitomo has four. 
3 . Japanese. professionals. and one British 
secretary | in its London office. 
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not need lots of clerical staff because : 
their administration and settlement . 
done in Tokyo. And they are unaccus- 
tomed . to employing foreign n 
professionals. E 

The Home Office's attitude contrasts 
with that of Britain's tax authority, the. 
Inland Revenue. It has always gone out of 
its way not to pry into the tax affairs of 
highly-paid foreigners in the City. That is 
od Offshore mortgages and salary pay: 





all big property transactions, and there 
are few local buyers of residential flats | 
priced much above HK$1m ($128,000). 
This suggests that Hongkong is a long 
way from another property boom, and it 
is only à property boom which fuels a 
sustained bull market in Hongkong. 

Nor does that other motor of the 
Hongkong economy, foreign trade, look 
so healthy—despite a rise in exports 
(particularly to West Germany) from last 
year's depressed levels. The American 
economy offers scant encouragement, 
while South Korea and Taiwan will be 
the main beneficiaries of the high yen. 
Many of the manufacturing companies 
that went public in Hongkong during the 
past four years now have shares below 
their issue price. 

None of this is putting off foreign fund 
managers. They are convincing them- 
selves that one of Hongkong's two most 
famous grandees, Mr Li Ka-shing or Sir 
Y. K. Pao, is preparing to bid for Hong- 
kong Land, the owner of much of the 
Central financial district. This seems 
unlikely. The grandees, whose firms con- 
trol more than 2095 of Hongkong's mar- 
ket capitalisation, would act strangely if 
they bid for Hongkong Land at the top. of 
the market when they could have bought 
it for half the price notsolongago. . ~ 

Hongkong remains a small market . 
dominated by a few big local players. 
When these high-rollers see that the- 
paper value of their shares is worth more 
} ets of their companies they 
en ted to sell, happy to buy the | 
| jack at a lower price later on. As 

2 ongkong-based broker, Sassoon 























: eing thrown to the wind a 
property company shares shoot past net 
asset values . . . the price for this may be. 
paid in the not too distant future." | 

To foreign. fund managers used to 
Tokyo's high p/e ratios this may all be - 
beside the point. The best reason to be. 

: ut Hongkong today is not 

for a property boom (it 
at the locals could be wrong: 
oft e future. But uy telling : 
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ments for people working full-time in 
London are commonplace. If the British 
tax authorities had taken any other atti- 
tude, London might no longer be the 
centre of the Euromarkets. 


Tokyo stockmarket 
opooked 


TOKYO 


Tokyo's stockmarket has taken a well- 
earned tumble. After rising by 45% be- 
tween the end of 1985 to a peak on 
August 20th of 18,936, the Nikkei 225- 
share index has since fallen by over 1695. 
On October 22nd it fell for the eighth 
consecutive trading day, slipping below 
16,000 for the first time since May 22nd. 


The slide was so fast that the Bank of 


Japan, which had previously worried 
about the market overheating, now mut- 
ters that further falls could hurt small 
banks and other financial firms. 

Market analysts casting around for rea- 
sons for the fall should dig out the 
"weight of money" reason most of them 
cited for the market's rise, and reverse it. 
The argument, briefly, was that the heavy 
flow of new Japanese corporate and indi- 
vidual savings had few other places to go 
but into shares, so prices were bound to 
go up. This ignored the point that inves- 
tors are not idiots, and could remove their 
weighty money if prices looked too high, 
as they did. 

During the past month there has also 
been an unexpected—and big—drain of 
cash from the market, which most people 
have not noticed. This is because some 
funds that are being pulled out were not 
meant to exist in the first place. They are 
known as eigyo tokkin. 


Investing the phantom money 
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Pity the poor Japanese broker 


Japan's securities houses are a fat lot. 
For the year to September 30 1986, the 
dozen securities firms listed on the first 
section of the Tokyo Stock Exchange are 
expected to report pre-tax profits total- 
ling Y1.2 trillion ($6.7 billion). Of that, 
the biggest four—Nomura, Daiwa, Nik- 
ko and Yamaichi—account for about Y1 
trillion, enjoying an average increase of 
82% over the previous year. The dozen 
are likely to account for an eighth of the 
total pre-tax profits of all the 1,000-plus 
companies on the first section of the 
Tokyo Stock Exchange. 

Fat or not, the securities houses are 
trying to beat off two proposals that 
threaten to trim their profits. The Stock 
Exchange is considering cutting commis- 
sions for trading equities; and the gov- 
ernment is thinking of taxing capital 
gains on some share transactions, which 
might reduce the volume of trading 
substantially. 

Big institutional investors have long 
grumbled about commissions. After 
London moves to negotiated commis- 
sions on October 27th, Tokyo's fixed 
rates will be the highest of the world's 
three biggest markets. They range from 
1.25% for trades of up to Y1m to 0.25% 
plus a flat fee of Y1.25m for trades of 
over Y1 billion. The exchange is consid- 
ering cutting them for trades on blocks of 





Eigyo tokkin are shadowy versions of 
normal tokkin funds, which are a special 
trust account. Normal tokkin are popular 
with companies because they are anony- 
mous and provide several tax dodges. The 
funds have to be held at one of Japan's 
eight trust banks but are managed by an 
investment adviser, usually at one of the 
big four securities houses. Nobody is sure 
how much money is in tokkin, but most 
agree they have doubled in a year to a 
total outstanding of around Y10 trillion- 
12 trillion ($65 billion-77 billion). 

Eigyo tokkin are probably as big. Less 
is known about these creatures than nor- 
mal tokkin because they do not show up 
in balance sheets. They are usually re- 
corded as bonds or deposits with security 
companies. This is because they break the 
normal tokkin rules: they charge no fees; 
they are not registered with the Ministry 
of Finance; they are not managed by 
investment advisers. To all appearances, 
they do not exist. 

The way they work, according to bro- 
kers, is this. A company puts money with 
the securities firm that underwrites its 
new issues—not, as is usual, through the 
securities firm's fund management wing, 
but through its institutional sales depart- 
ment. The company will probably get a 
verbal agreement on a set rate of return. 


TOKYO 


shares worth Y10m or more, and its 
chairman says this will happen in No- 
vember. But the exchange has not been 
able to get the agreement of its members 
on how much of a cut to make. It will 
meet again early next month to have 
another go at resolving the issue. 

Though the securities houses are re- 
sisting, lower commissions are likely to 
do no more than scratch them. On some 
estimates, commissions account for only 
one-fifth of the big four's total income, 
against one-half five years ago. For 
smaller houses, the pain of losing the 
revenue may be greater. 

As in many Asian stockmarkets, in- 
vestors in Tokyo buy shares not for their 
dividends, which are low, but in the hope 
of making big, untaxed oc gnis gains. As 
part of a broad revision of the Japanese 
tax system and search for new sources of 
revenue, the tax advisory council recom- 
mended this week that capital-gains tax 
should be imposed on large-scale and 
"speculative" share trading by individual 
investors. The securities houses have 
persuaded the council to water the idea 
down when it delivers its proposals to the 
prime minister on October 28th. And 
they are lobbying the governing Liberal 
Democratic party's tax policy commit- 
tee, which will have the final say on tax 
reform. 


The original idea was often that the 
money would be used for things that 
securities firms are not meant to do, such 
as supporting the share price of compa- 
nies whose new issues they are underwrit- 
ing. But increasingly the money has been 
used as a sort of investment fund. 
Nobody officially admitted that t 
was going on, and the authorities turned à 
blind eye—until recently. An internal 
Ministry of Finance check on tokkin dis- 
covered that eigyo tokkin funds probably 
match, or exceed, normal tokkin cash. 
The ministry, already nervous about the 
rapid growth of tokkin and about market 
gossip that some funds have made heavy 
losses, was horrified. Furthermore, a new 
Investment Advisory Act will come into 
force in November to regulate advisers. 
Some ministry officials thought it incon- 
gruous that so much investment should 
remain unregulated even after this act. 
At the beginning of October, the heads 
of the institutional sales departments of 
the big four brokers were called quietly 
and separately to the ministry. Naturally, 
they assured the bureaucrats that no such 
thing as eigyo tokkin existed at their 
companies. But the point was taken: that 
the ministry expected these tokkin-that- 
do-not-exist to be reduced substantially 
and certainly to move out of speculative 
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_ The stockmarket has been falling since. 


Frankfurt | 
: Mainhattan transfer 


BONN 





.Memo to Londoners obsessed by Big . 
Bang: Frankfurt, once the ugly sister _ 
. among West German cities and most- 
l bankers’ least favourite financial centre, 
. ids sprucing itself up. Cautious German 


bankers still shudder at the thought of 

-. root-and-branch deregulation along Lon- 

= don's lines. But they are improving things 
dily. 

Oddly, the conservative Bundesbank 
has been the main force for change. A 
few years ago, Bundesbankers turned red 
with wrath at the mention of “unsound” 
innovations such as floating-rate notes, 


zero-coupon bonds or currency swaps. 


Now these are tolerated. Since last year, 


foreign banks have been allowed to lead- 


manage D-mark Eurobond issues; this 
year they have been let into the federal- 
bond. consortium, previously. a. closed 
German shop. 


cause of fears that Frankfurt, by far the 


leading German financial centre, might - 


become a backwater and that the D-mark 
might slip as an investment currency. One 
nasty shock for the Bundesbank came in 
late 1984, when Deutsche Bank (usually 
the pacesetter in West Germany) shifted 
a lot of its capital-market operations from 
*-ankfurt to London. 

The country's antiquated stockmarket 
system, with eight different exchanges, 


some pitifully small, is also being dragged 


into the twentieth century. It had to be. 
Even Frankfurt, which generates more 


than half of West Germany's stockmarket — 


‘turnover, found that London was grab- 
bing some of its business in German blue- 
chip shares. So a new stock exchange 
association has been formed to help pro- 
mote a nationwide, electronically-linked 
market to cut duplication of effort and to 
lobby at home and abroad. Its headquar- 
‘ters are in Frankfurt. — | 
As a result, foreign banks and. securi- 
ties houses have been ends ici into 












b struments and axed teres. securities. 


Like 
‘stockmarket investors cheered when the 


that it will do. 


Another. problem is finding. enough 
well qualified staff, for Frankfurt has just f- 
610,000 inhabitants—only the country’s — 


sixth most populous city after West Ber- 


lin, Hamburg, Munich, Cologne and Es- 
"sen. The city was also long the one 


Germans loved to hate, with a reputation 
for ugliness, property speculation, radical 
youth and a seedy sex area right in the 
centre between the main railway station 
and the bank skyscrapers. 


That has been changing, too. Frankfurt 


has gained new museums and concert 


halls, old villas have been renovated, and 


there are more traffic-free zones, which 


make strolling a pleasure. Frankfurt used 


to be known as the city you could (thank- 


fully) get away from most quickly because. 


of its good transport links. Now people 
are starting to say how easy it is to get 
into. 


Brazil 


The central bank changed its tune be- - - 


The carnival is 





over—again 


international bankers,  Brazil's 
Cruzado plan to kill inflation through 
currency reform and a price freeze was 
announced in February. Sao Paulo's Bo- 
vespa index more than doubled in value 
between then and the end of April. The 
market now recognises that it overdid the 


enthusiasm. The index has slumped by 


5096 since April. Most businessmen think 
the government will have to act after the 
congressional elections in November to 


T brake a rapid rise in consumer spending. - 
Of course, Brazil is better placed than 


it would have been without the Cruzado 


plan. Inflation is down from over 200% in 
1985 to an annualised rate of about 2396 


in September. Growth in real gross do- 
mestic product of 5-7% is expected for 
this year. But some of the old problems 
are returning. The dollar is now- trading 


, on the black market at a 9096 premium to 
m the official cruzado rate. The price freeze, 
danti to run until February 1987, has 
conspired with a consumer boom to pro-  — 









li lition government | in 
: ji power after the general 
election on January 25th. The signs are -— 


Continental Illinois 


token two cents a share. That is a cent foi 
each year since the Federal Deposit: 
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— new foreign direct 
> investment in Brazil 


profits transferred abroad 


Poast 


Brazil’s hope of attracting foreign capital 
in the form of equity, rather than more 
debt. Nor are nationalistic bureaucrats. - 
To lure foreign institutional investors into | 
the stockmarket, the government wants - 
to create a "Brazil fund", similar to the 
country funds that are up and running in 
South Korea and India. Brazil's proposed- 
fund will have one off-putting difference. 
Investments will be non-redeemable: 
meaning that a buyer of the funds will be | 
allowed to take out dividends but not. 
principal. : 

Nor is Brazil managing to attract for- 
eign multinationals. The central bank 
predicts that total new foreign direct. 
investment (excluding reinvestment) in. 
Brazil in 1986 will be a paltry $70m, while _ 
$1.1 billion in dividends are expected to- 
be remitted abroad by multinationals to 
foreign parents (see chart). Some foreign 
companies are withdrawing part of their ; 
previous investments. 


Born again 


While America’s banks collapse in record 
numbers, one is pushing itself, daze 
from the floor. On October 20th, Co 
nental Illinois announced its first di: 
dend on common stock since May 1984. 








pone kaes ml went $4 


js duce shortages and flourishing black mar- history. 










kets. The outlook for company- profits, 3 
: blighted by the price. freeze, looks: poor. 






























sale into 160m common shares in the 


poration; an option on another 40.3m 
-shares in 1989, if losses on the doubtful 
loans exceed $800m (as they are likely to 
do by at least $200m); and $320m in 
interest-bearing preferred stock. The 
.FDIC wants to sell 50m common shares by 
the end of 1986. 
oo At Continental’s current share price of 
$68, that stake would fetch almost $320m. 
| It may go for less. Like many bank 
. shares, the stock is on the slide. As rights 
to up to 70% of Continental Illinois will 
still be owned by the FDIC even after the 
sale, the bank is unlikely to attract the 
premiums that some regional takeover 
targets do. The stock is already priced 
below its book value of $7.50; releasing 
"another 50m Continental Illinois shares 
^on a market where only 14.7m now trade 
could push the price as low as $5-6. 
- "Led by new bosses since 1984, Conti- 
nental has sold assets and cut costs. It 
recovered from a more than $1 billion loss 
—41n 1984 to an annualised $163m profit in 
the first nine months of 1986 (see chart). 
-With FDIC help, non-performing loans 
-have shrunk from 108% of shareholders’ 
funds in 1983 to 41% at the end of 
September 1986. Continental Illinois has 
-come a long way from the days when it 
= was caught with $1 billion in energy loans 
~via the failed Penn Square bank in 1982 
.. and was pushed over the edge in 1984 by 
-an electronic run on deposits. 
The bank used to need a daily fix 

totalling $12 billion from the Fed and a 
group.of big commercial banks. Now it 









Making more from less 


48 Continental Illinois 
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;]oans: at once and up to $1.5 billion more | 

by September 1987; and put in $1 billion 
-in new capital. In return, the FDIC got 
. 32m preference. shares that convert on 


“bank’s parent, Continental Illinois Cor- 















Nep markets should. e reformed. 
"The poll’s results are to be unveiled on 
Oo ctober. 28th. Meanwhile, The Econo- 
mist has conducted its own, less scientif- 
ic; poll of LCE members, . 















vour of allowing “‘locals’”—ie, individ- 
uals who can trade on their own ac- 
-count—into: the market. These are 
allowed in New York's markets, which 
rival London, and Mr Tate is keen on 
introducing them at Commodity Quay, 
the exchange's new location. Another 
proposal, to introduce traded options, 
also drew much approval; several com- 
panies said they would be prepared to 
grant options as well as purchase them. 

A proposal to allow dollar contracts 
was less well received. These have not 


















umes have actually declined. since the 
exchange switched from sterling. So why 
use them for coffee? Certainly not ap- 
propriate for cocoa, respondents said. 



















needs none. By the second quarter of 
1986, the bank had whittled to zero the 
premium depositors used to demand for 
its certificates of deposit and Federal 
funds. Its primary capital is over 8.5% of 
assets, way above the 6% that the FDIC 
requires. Early in October, Continental 
easily sold $175m in notes to get cash to 
retire debt and make acquisitions. 
Continental |. could... still stumble. Its 
non-performing loans at the end of Sep- 
tember still totalled $835m, or 4.38% of 
total loans. Since June, non-performers 
have increased. The culprits are not ener- 
gy loans, suggesting there may be hidden 
horrors. (The. bank still has room under 
its $1.5 billion agreement, however, to 
transfer some $694m worth. of. doubtful 


- loanstothe FDIC before next September.) 

- Profits. are not brilliant: a 0.58 

| on assets so far this year was less t| 
many money-centre banks, in uding its 

And it has . 


Jo. return 











nearest rival, First Chicago. 
had to sell assets such as its. profitable 
credit-card operations ata time when 


keyboard and find I had bought 100 lots. 


~ Opinion was overwhelmingly in fa- 


been successful for sugar—where vol- - 


MES ber 27th. To fo order o cont 
> s “tions Shop, 2! | ( 
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ronic tiading was. also unpopular. 
‘not like to drop my bun on the 








of cocoa," said one trader. Others feared — 
that: electronic trading might encourage ^^ 
too much. computer-programmed trad- = 
ing. Most simply felt their markets - 
worked best. with the physical presence 2 
of the trader. 

Most respondents said that the Lon- 
don market's liquidity problems had 
been exaggerated. They agreed that the 
new management of the exchange is 
broadly on the right track. And MORI's 
survey? Good, said one. : Crummy, said 
another. 













































tions of Chicago, an options and futures 
clearing firm, for about. $160m. Bigger 
buys are talked of, too. But competitors 
yell that it is unfair for Continental to pick 
up plums on subsidised money. Hence the 
need for the FDIC to start selling its stake. 
The FDIC would be glad of the cash. 
There have been 111 American bank 
failures so far this year, and 1986’s total 
could reach 140-160— the most since gc^7 
record-keeping began. Another 1,439 : 
considered "problem" banks. There hax. 
been three bail-outs since Continental 
Illinois, including the biggish Bank of 
Oklahoma. Others want the same treat- 
ment. FDIC cash outlays this year on 
banks that failed in. 1986 or earlier are 
running at about $4.2 billion, without 
counting recoveries. And there is Bank of 
America to fret about. ! 




















Big g Bang Briets | | 
The series of briefs on London’ s Big Bang 
that appeared in The Economist bet veen | 
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One person's feast is another's misfortune 


Was long pig ever 


on the menu? 


In the archaeological cauldron a row is 
simmering. Were any of man's ancestors 
cannibals? Some sceptics think there is no 
ipod evidence that human flesh ever 
| med a regular part of any people's 
“diet. Others think this is pig-headed. 

Early explorers of Africa and the 
Americas certainly thought they met can- 
nibals, though they were reluctant to 
stake their lives on it; Christopher Co- 
lumbus told stories of a man-eating peo- 
ple called Caribs who lived on St Vincent 
and the surrounding islands. Hernando 
Cortes, looking for gold and Aztec sub- 
servience, told of "roasted babies" being 
found in the smouldering camp fires of 
Indians. Henry Morton Stanley, while 
looking for Dr Livingstone, found human 
heads stuck on poles in one village. He 
took them home, where they were found 
to have been cooked. 

But, some argue, these accounts can- 
not be used as evidence that man actually 
ate his neighbours—all too often the 
author arrived on the scene too late to 
witness customs which had apparently 
"died out" a couple of years previously. 
Other reports relied on information sup- 
plied by an antagonistic neighbour, who 
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may have had less than honourable mo- 
tives for filling in the gory details. Rarely 
was the author able to report first-hand 
sightings of the consumption of human 
flesh—one charred limb left in the ashes 
is not proof of a feast. 

As for more recent cases of cannibal- 
ism, by far the best example—Andean 
aircrash survivors apart—is a medical 
detective story from New Guinea. Dr 
Carleton Gajdusek, joint winner of a 
Nobel prize for his work on infectious 
diseases, has argued that people practised 
cannibalism in the highlands of Papua 
New Guinea up to the end of the 1950s, 
He found that the Fore-speaking people 
were being laid waste by an infectious 
disease called kuru, which kills its victims 
within a year. The only reservoir for the 
disease is man's tissues. 

Dr Gajdusek argued, not that the Fore 
killed to eat, but that they ate the brains 
and tissues of friends and relatives who 
had died, thus contracting the disease. It 
is conceivable that they caught the disease 
by smearing corpse tissue over their bod- 
ies as a sign of respect for the dead, rather 
than eating them. This and cannibalism 
were outlawed by the Australian govern- 


ment in 1959. The disease has waned 
drastically since. 

The sceptics argue that evidence of a 
less anecdotal nature is needed. Archae- 
ologists have responded by pointing to 
patterns of cut marks found on old human 
bones, which, they suggest, were inflicted 
by the tools of fellow men. No, retort the 
sceptics, the marks could have been 
caused by sharp stones in the ground 
surrounding the buried bones. How, the 
opponents counter, do you explain marks 
found inside the eye sockets of a Bodo 
skull, buried in Ethiopia for nearly half a 
million years? A fluke, they reply. The 
debate rages. 

A team of anthropologists, working 
with 8,000-vear-old bones found in a 
French cave, think they have uncovered 
evidence to silence the sceptics. In 1982, 
the team, led by Dr Paola Villa of the 
University of Colorado, began looking at 
the remains of 13 Neolithic men, women 
and children buried in Fontbrégoua Cave 
in south-east France. They compared 
them with the remains of animals buried 
in the same cave. Both clusters of bones 
were heavily marked. They reckoned that 
if they could show that the marks on the 
bones were not the random marks of 
trampling, but that both man and animal 
bones had been strategically cut with 
tools, as if in preparation for food, then 
they had evidence of cannibalism. 

They set themselves the task of proving 
that there had been no preferential treat- 
ment of humans over animals in any 
way—in methods of butchering, filleting 
or patterns of burial. In a paper published 
in the journal Science in July this year, 
they argued their case. The main evi- 
dence runs as follows: 

e The human bones had been unceremo- 
niously buried. They were in the same 
type of loosely-dug burial pits as the 
animals buried around the periphery of 
the cave. 

e Both animal and human bones exhibit- 
ed markings which looked as if they had 
been made with a sharp tool. The size, 
shape, position and angle of the cutting 
marks suggested that flesh had been re- 
moved by tools. To check this, the team 
filleted a sheep and a goat using a flint 
blade and a stone axe—similar to one 
which was found buried with the re- 
mains—and replicated the patterns on the 
ancient bones. 

@ Many of the bones had been splint- 
ered, as if to remove some of the marrow 
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inside. The longer bones especially had 
been fractured, and it is these that hold 
marrow. 

€ Neither the animal nor the human 
skeletons were complete. Although two 
of the three human burial pits had been 
disturbed, possibly by animals rummag- 
ing through them, one was intact. Any 
limbs missing from this pit must, the team 
argues, have been removed for a reason. 
They were not surprised to find the fleshi- 
er limbs missing, leaving behind items of 
little nutritional value, such as wrist bones 
and small joints. 


The results have not gone unchal- 
lenged. Scientists from the Smithsonian 
Institution in Washington argued that the 
cut marks on these and other bones could 
have been made by animals trampling on 
the burial sites. They compared cut marks 
made by a tool, with scratches caused by 
trampling sand and gravel into the bones, 
and conclude that under an electron mi- 
croscope the marks cannot be 
distinguished. 

But animals trampling on buried bones 
would do so randomly, leaving a disorder- 
ly pattern of marks. The marks found on 


In the forests of the night 


Man-eating tigers in India have been 
given a rude shock. Life-like dummies of 
human beings, charged with 230 volts of 
electricity, have been placed in the Sun- 
derbans forest at the mouth of the Gan- 
ges. The idea is that, when a tiger attacks 
a dummy, taking it for a human being, it 
gets a convulsive shock and thinks twice 
before attacking another person. 

The Sunderbans is a marshy area, 
covering 1,600 square miles, with rivers 
and tributaries dividing it into hundreds 
of islands. Villagers enter the forest to 
collect honey and to catch fish from the 
rivers. A tigress guarding her cubs at- 
tacks a honey-collector or a fisherman 
out of fear. Such attackers are called 
"circumstantial man-eaters" and do not 
eat their kills. Last year a tiger entered a 
village to get a goat. He came upon a 
child sitting with his grandmother on a 
cot. When the grandmother tried to 
protect the child, the tiger attacked her, 
smashed her head to the ground, left her 
there and took away only the goat. That 
was a circumstantial man-eater. 

But, having realised that man is easy 
to kill, a tigress might then start stalking 
humans and killing them to eat. She 
becomes a "designed man-eater" and 
teaches her cubs to kill people. Once 
some villagers were digging a freshwater 
pond surrounded by guards bursting fire- 
works to keep tigers away. A man-eater 
appeared and dragged a guard into the 
forest. A circumstantial man-eater 
would not have attacked the group. 

The field director of the Sunderbans 
tiger reserve, Mr Pranabes Sanyal, says 
that only about 5% of the tigers in the 
reserve are designed man-eaters. But the 
tiger population in the Sunderbans has 
been growing at a rate of 7.5% a year: 
from 135 in 1973 to 181 in 1976, 205 in 
1979 and 264 in the last census in 1983. 
Over the past ten years, 425 people have 
been killed by tigers in the Sunderbans. 

The first preventive step was taken in 
1974, based on a mistaken theory that 
water salinity caused man-eating habits 
by affecting the animals' livers. Since the 
Sunderbans water is saline, freshwater 
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SUNDERBANS TIGER RESERVE 


ponds were dug in the tiger reserve to 
give the tigers a refreshing drink. 

That did not work, so a few years later 
the park authorities introduced tiger- 
guard headgear made of glass-fibre, a 
sort of plastic armour which protects the 
neck—because tigers always attack the 
right side of the nape. At the same time, 
villagers entering the forest were advised 
to carry a stick on the right shoulder. 

In June 1983, Mr Sanyal and a col- 
league got a local clay modeller to make 





life-size dummies of honey-collectors, 
woodcutters and fishermen. They de- 
vised a simple circuit: a 12-volt car 
battery, an energiser to step up the 
potential to 230 volts and wires around 
the neck of the dummy, which was 
dressed with the used clothes of villag- 
ers. The dummy of a fisherman was put 
on a boat tied to a tree-trunk, while the 
honey collector's dummy was put near a 
tree and the battery concealed under a 
shrub. Mr Sanyal says the aim of the 
experiment is to make the tigers asso- 
ciate pain with a human being and trans- 


the human bones were strategically 
placed. Anyway, the team argues, ani- 
mals would have had difficulty trampling 
above the burial pits because of the low, 
overhanging walls of the cave. 

The Neolithic hunters who allegedly 
dined on the mixed-meat menu do not 
appear to have treated human meat in 
any special or ceremonial way. This may 
suggest. according to Dr Pat Shipman at 
Johns Hopkins University in Baltimore, 
that they had not reached a stage of 
consciousness where they recognised oth- 
er people as people rather than as a 


mit their fears to each other. 

There is no conclusive evidence yet on 
the impact of the shock on a tiger: 
whether it lasts a lifetime or only a year. 
But forest guards have seen a shocked 
tiger "scream with pain the whole 
night". For nine months there were no 
human victims in the area. At four spots 
where dummies were attacked, human 
killings took place a year later and fresh 
dummies were installed. The reserve 
authorities have tried to keep a round- 
the-clock watch on each dummy, whose 
clothes are changed and batteries re- 
charged every week. 

The first dummy to be attacked was 
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that of a fisherman. A woodcutter's 
dummy was not touched for a month. 
The officials changed the spot and still 
the dummy was not attacked. After 
waiting for two months, they replaced 
the dummy's clothes with another set of 
used clothes, and it was at last attacked. 
Mr Sanyal feels that so far the experi- 
ment has been successful. Of the 20 
dummies installed so far, nine have been 
attacked. In one area, a tiger killed a 
man about a year after a dummy was 
attacked, but it was not the same tiger 
that had attacked the dummy. 
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fter the very active and successful tenure of office by 
the Senegalese President at the head of the- - 
Organization of African Unity, it was highly logical 
to think that the successor, whoever he might be, 
would have a difficult task in doing a better job. 


President Denis Sassou Nguesso of the Congo was fully aware 
of this difficulty when, on July 28 last at Addis Abeba, he was 
unanimously chosen to lead the African organization ‘until its 
23rd summit, to be held next year. - 


The Congolese president set to work as soon as he was elected, 
His first step was to suggest to the dean of heads of State: 
present in the Ethiopian capital, President Kenneth Kaunda of 
Zambia, to summon a meeting of the leaders of countries that 
lie close to South Africa. Its aim : to define a strategy in order 
to overcome the reprisals that the racist regime of Pretoria is 
likely to take against its neighbours in case sanctions are 
imposed by the international community. | 


Président Sassou Nguesso has already. undertaken. a üninber of 
trips abroad. He thus went to Harare (Zimbabwe) where he 
delivered a speech, on September 1, on behalf of Africa before 
the summit meeting of non aligned nations. 


At the end of September, he was in New York, for à statement 
before the General Assembly of the United Nations, and then 
in Washington, for talks with high-ranking members of the 
Reagan Administration. He then went to Ottawa, for. 
consultations with leading members of the Canadian 
government. 


Visits to Europe are also planned. 





The Congolese president's aim, in all these endeavours, is to 
convince still reluctant countries of the imperious necessity of 
imposing sanctions against the racist regime of Pretoria. 

His message has been and always is the same, i. e. that free 
and independent Africa is determined to fully eradicate the 
hideous apartheid regime without however endangering the 
very survival of neighbouring countries. because rue situation 
of each one of them is different.. 


President Sassou Nguesso is convinced that the prient | 
political and economic situation inspir | hope for Africa. He 
says the black continent's struggle against. apartheid. has been 
understood and accepted by the rest of the international ~~ 
community. “We must therefore} persevere. The active 
support given by South Africa to puppet governments, hired 
IRURE d. other subversive movements, as well as its 











hi th e whole of Africa 





i must u unite and s 


FOR THE BLACK CONTINENT 
ST OF THE WORLD. 








President Denis Sassou Nguesso 


The Congolese head of State also denounces the occupation of 
Namibia, the stationing of South African forces in parts of 


Angola, the pressures and economic blackmail against Zambia 


and Zimbabwe mainiy. 


He says the aim pursued by Pretoria is to destabilize its 
neighbours and to hinder their economic and social 
development. 


He is also convinced the critical economic situation of Africa 
means no single country can organize, in an isolated way, its 
resources, Africa, according to him, is not only 
underdeveloped, it is also divided, something that does not 
allow the organization of its meagre resources. 

According to him, what is à source of hope for the future is 
the fact that Africa is now conscious of the dangers that lie 
ahead, without mentions the soppari of the rest of the 
world. 


But the Congolese ane nee the selfishness of some 


industrialized countries in matters related to economic 
problems. He says the present status quo is favorable to the 


dominant economies, with the systematic ransacking and 


plunder of the resources of the so-called poor countries. He is 


therefore convinced that the development of Africa is, first 
and foremost, the responsibility of African governments and 
nations that must apply the concrete measures laid down in 
the Action Plan of Tagos os Nigéria: a, 





















-sity of California at Berkeley and Dr Nik 
Toth from Indiana University have been 
using modern" indicators of butchering, 





human remains hundreds of thousands of 
years old. 





: Computer tapping 
la modem 


‘Compaters, like businessmen, 
more and more time on the telephone, 
-serenading each other in high-pitched 
:-warbles..A computer in London can dial 
another in, say, New York or the New 
. Hebrides as easily as a person can. This 
opens a window on the world, but one by 
which a not-so-friendly computer can 
sneak in for a spot of electronic burglary. 
... To use the telephone, a computer has 
‘to be plugged into a device called a 
modem, which connects to the. line. The 
modem (short for modulator-demodula- 
tor) converts the digital information on 
which a computer works into modulated 
electrical signals suitable for telephone 
transmission. A modem at the other end 
‘of the line converts them back again. 

- Most personal computers (at least in 
America) can get on the line with a simple 
modem costing less than $100. Some 
computers, including portable lap-top 
machines, now have modems built in. A 
- communications program is required to 
drive the modem and ensure information 
is sent and received at the right speed and 
in the correct format. Some equipment 
will automatically dial the telephone 
numbers of other computers and com- 















to identify callers, necessary if callers are 
charged for the privilege. 
. A secret password is the first (and 
sometimes only) line of defence against 
unauthorised access to a computer sys- 
tem. Computer whizz-kids soon rose to 
the challenge of cracking these codes, 
earning the name "hackers" by hacking 
into others’ files. But with little more than 
a modem, a hacker can try to get into the 
. computers of colleges, corporations and 
even military installations, without get- 
“ting out of bed. 
. Breaking in is made easy by employees 
choosing simple passwords they will not 
forget. Names of relatives and pets are 
favourites. The hackers will ring a com- 
puter and try any likely passwords on the 
chance that at least one Spee ej 
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ters. Normally, helicopters cannot go 
very fast—because their whirling blades 


have to operate at a lower angle of attack 


when advancing through the faster on- 


coming air than when the blade is re- 
-< treating. If they did not, they would give . 


more lift on one side of the aircraft than 

the other—and the helicopter would keel 

over. Westland has overcome this hurdle 
by redesigning the rotor blade. 

The blade has been developed under a 
ten-year. research programme involving 
Westland and the Royal Aircraft Estab- 
lishment at. Farnborough. To break the 
record, a Westland Lynx helicopter was 
fitted with the rotors and, in August, 
flown at 249.1 miles an hour, beating the 
previous: record of 228 mph held by a 
“Soviet Mil A-10 helicopter (known in the 
West as à Hind). 

The main feature of the new rotor 
blade is a swept tip, resembling a paddle. 
The shape of the paddle is designed to 
cut more efficiently through the air, 
while advancing or retreating, and with- 
Out creating shock-waves. Air passing 
over the tip of an advancing rotor blade 
will reach supersonic speeds during the 
"forward" part of its rotation, so the 
blade has to be. built of strong stuff. 
Westland used carbon fibre and other 
composite materials. The moulds for 
these materials can be produced to great- 
er critical tolerances with computer-aid- 
ed design. and manufacture than the 
previous method of. mainly pressing ro- 
tors out of stainless steel. 

The company reckons the new shape 
would improve the performance of the 
Lynx by 40%, enabling it either to fly 
faster or to carry a greater weight. The 





first application will be on the EHO! 


say, a dog called Fido. Failing that, they 
could write a simple program. using the 
speed-of their computer to keep offering 
combinations of letters and numbers. 
Hopeful hackers can be defeated by 


modems which accept, say, only three 


attempts at the password before hanging 
up. But motivated by fraud, blackmail, 

sabotage or espionage, resourceful hack- 
ers can find easier ways to get hold of a 
password than calling a computer and 
relying on chance. Calling an employee 
and pretending to be a service engineer 


can be quicker. 


-.- Security-conscious modems: are now 


being -produced to guard against pass- 
words. becoming known. One approach is 
for the modem. never to allow incoming 
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Air beater 


helicopter, a joint project between West- 
land and Agusta of Italy to produce a 
new general-purpose helicopter for the 
navy. -Engineers say the new rotor will 
allow the EH1I01 to carry 2,000 Ib more 
than using conventional blades. A proto- 
type is due to fly next year. 

The.record is just the sort of good 
news Westland needs. Despite its politi- 
cally contentious rescue by Sikorsky, a: 
subsidiary of America's United Technol- 
ogies group, earlier this year, Westland 
faces a difficult future. Britain has so far 
been reluctant to place orders for the 
new EH101 until the early 1990s. The 
company needs to build the helicopters 
earlier to avoid having a hole in its order 
books. Luckily, the new type of rotor 
blades can be fitted to any helicopter and 
Sikorsky is studying the possibility of 
pane them on its helicopters, 


the computer and the modem. It asks any 
computer that calls for the user’s name 
and password. before promptly hanging 
up. The unit then looks up its list of 


authorised users and their telephone 


numbers, and dials back the user who is 
supposed to have called. It means à 
connection can be made only from known 
telephone numbers. 

Even this is not entirely T The 
legitimate user's telephone line could be. 
tapped to record transmissions; ora box 
of tricks could be used to r 
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A: Cathay Pacific, we know the faster we can get you there, the better shape you ll be in 
when you arrive. But we also know the value of those things which should not be hurried. Like selectin 


fine wines to accompany your meals and serving them in the correct way. 





hings should not be hurried, 
yv 


It's part of doing everything possible to achieve our prime objective: helping all our 
'assengers arrive in better shape. Because we understand the better we perform in the air, the better 
fou ll perform when vou arrive. 


Arrive in better shape —— 


CATHAY PACIFIC 
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MD-11: The widebody that widens 

profit mergins. With our DC-3, commercial 
aviation becarmie-a profitable proposition. Our 
new MD-l1 increases profitability much more,The 
MD-11 combines 3i: 34210019 1112989409208 1003-1! 
design with the best of new technology: Digital 
cockpit improvements that allow a flight deck crew 
of two. Wing-tip winglets and a smaller lighter 
horizontal stabilizer that help increase range to 
6,700 nautical miles. Advanced high-efficiency 
engines and more. The net result: Operating costs 
35% lower per trip than those of four-engine 
widebodies now in service. The new MD-11. Ifs 

a three-engine profit center 
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DOUGLAS 








BOOKS AND ARTS 





Everyone has won and all must 


have prizes 


Literary prizes matter. The novelist Kingsley Amis is £15,000 richer and 
as many as 100,000 extra readers will buy "The Old Devils"—just 
because he has won Britain's Booker prize. These pages look at the two 


most successful awards—Britain’s 
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Novels are written by solitary writers 
slaving for months or years in the single- 
minded pursuit of self-expression. Liter- 
ary prizes are dished out by committees of 
critics and publishers, who skim hundreds 
of books in a few weeks in order to choose 
one that is then heralded at a splashy 
literary dinner as that year's best market- 
ing wheeze. It is the prize, not the novel- 
ist, that grabs the attention of the fiction 
business now. 

Awards come in all shapes and sizes, 
from America's Friends of the Minnesota 
Valley Regional Library Maud Hart 
Lovelace Book Award, to the Nobel prize 
for literature. Where they are successful, 
they can increase sales of a book by tens 
of thousands, bring new names before the 
reading public, even change the way 


ublishing industries work. 

pyre Booker prize started as a com- 

int on a golf course in 1968 and is now 
so influential that two publishers in New 
York this summer offered to buy books 
by British writers only if the books were 
short-listed for the prize (they weren't). 
During the 1960s, an agribusiness compa- 
ny then called Booker McConnell spotted 
a tax loophole that enabled it to buy an 
author's copyrights, pay him or her à fat 
fee partly at the expense of the taxpayer 
and then sit back and cash the royalty 
cheques. By purchasing the rights of 
bestselling authors like Agatha Christie 
and Ian Fleming, the company has been 
so successful that last year its authors 
division made a pre-tax profit of £2.3m, 
with only three people at work in the 
division. When Ian Fleming, at the 19th 
hole, complained to the chairman of 
Booker that this seemed like an embar- 
rassingly good deal for the company and 
why did it not put some money back into 
publishing, the Booker prize was born. Its 
aims: to reward the best novel published 
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ooker prize and France's Gon- 


rt—and ask why in the United States, which has the world's biggest 
lishing industry, awards have not taken off 


in Britain that year by a writer from the 
Commonwealth; and to increase the 
readership of serious fiction. 

Attempts to fulfil the first aim inevita- 
bly cause rumpuses, but few doubt that 
the prize has succeeded in its second aim 
beyond expectations. As a rule of thumb, 
the winning book has sold between 35,000 
and 100,000 extra copies, depending on 
how well known the author was to begin 
with and how the book had been re- 
viewed. Last year's winner, Keri Hulme's 
"The Bone People". a barely readable 
rant about the female psyche, sold 35,000 
hardback copies between the time it won 
the prize and Christmas; Anita 
Brookner's “Hotel du Lac", which won in 
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Longing for a literary lunch 


1984, sold more than 85,000 copies. This 
was fewer than half as many extra copies 
as the winner of the Goncourt prize 
usually expects to sell, but was 80,000 
more than Miss Brookner's previous two 
novels had sold. 

The Booker prize is generating more 
and more extra sales: the first winner, 
P. H. Newby's "Something to Answer 
for", sold only 6,400 copies in 1969 (of 
which the publisher, Faber & Faber, 
attributes one-quarter to the award); Wil- 
liam Golding's “Rites of Passage", which 
won in 1980, sold 53,800, 35,000 attribut- 
able to the award. 

Of course, there are objections. The 
award tends to favour ambitious, worthy 
novels dealing, inexplicably often, with 
India (four of the winners in 1973-81 had 
Indian settings). In 1983, the chairman of 
the judges, the novelist Fay Weldon, 
caused a fuss by saying that the winning 
book, as well as having literary merit, had 
to have a quality she called "Booker- 
ism" —as if novels were being written for 
no other purpose than to win the award. 
And books from the same dozen or so big 
publishing houses dominate the award 
(though their influence is as nothing com- 
pared with the stranglehold three publish- 
ers have on the Goncourt prize ). 

Despite its drawbacks, the Booker 
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| rize can 1 be taken as a model for the best 
awards. It is instantly recognisable, 
thanks to the happy coincidence of its 
name. It is awarded to a single book, so 
there is no confusion about what the prize 
ds. for (in contrast, there are five Pulitzer 
prizes). The short list gives a manageable 
recommended reading list from among 
the tens of thousands of novels published 
each year. The award gets money from 
outside the publishing industry, so con- 
flicts of interest do not arise. And the 
Book Trust, a charity founded to promote 
books, busily publicises the. award to 
-booksellers in the months leading up to 
"the award so that, when the winner is 
_ chosen, readers can manage to buy it. It is 
-a formula which has lessons even for the 
_ prize that served as the Booker's model— 
France's Goncourt prize. 


. The Goncourt prize 





The French make a meal of the Goncourt 
prize, their main  novel-of-the-year 
award. The winner is announced in a 
restaurant by a jury which is about to 
have a splendid lunch. Those who dis- 










incensed, sometimes infiltrated the lunch 





tions from the dessert. The French 
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book can be expected to reach a massive 
200,000. copies. at home (most French 





spinning translations are also virtually 
guaranteed, plus paperback sales. Since 





agree with the choice have, when really | E 


prizes, that sum is merely symbolic. What . des 
matters comes after. Sales of the winning : 


books do well to sell 20,000). Money- — 


French authors receive 15% of receipts, 


ncourt carrie ae e 
than other French literary awards—the 
prix Fémina, prix Renaudot, prix Médicis 
and prix Interallié—because it is the e 
est and most commercial. In general, i 
rewards straightforward books, nr 
wild, difficult. or over-stylised. Neither 
Edmond nor Jules would have won it. 
The style of their novels was mannered 
and aristocratic. On the side, however, 
they were scabrous diarists, a reputation 
that may now promote the: back-biting 
atmosphere surrounding their prize. 

France's big three publishing houses, 


Wole done 


Of course the Nobel prize for literature 
is too much of a political-geographical 
balancing act. It is therefore tempting to 
dismiss this year's winner, the Nigerian 
playwright, novelist and. essayist, Mr 
Wole Soyinka, as a token African. Noth- 
ing could be more wrong. He is by 
anybody's standards a. fine writer. Be- 
fore he was imprisoned, and became 
embittered, he showed signs of becom- 
ing a great one. 

Mr Soyinka is a Yoruba, from the 
town of Abeokuta, with its gigantic sa- 
cred rocks. There Christianity first took 
root in Nigeria under the leadership of 
black. West-Indian Anglican missionar- 
ies; like his fellow-townsman, the singer 
Fela Kuti, Mr Soyinka is proud of his 

| family’s. connection with Bishop 
. Crowther, the. mission' s. inspirer. The 
first of his plays to make a mark in 
Europe was "The Road"; specifically, 


and bombarded jury members with selec- | and rather frighteningly, about religion. 


= The Yoruba God, Ogun, is the equal of 
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Gallimard, Glaset and Te Seuil, seem to | 
have an armlock on the Goncourt. In the 

past 20 years, four-fifths of the winners 

have been published by *Galligrasseuil", 
as French literati call this publishing ma 
fia. The publishing house Robert Laffoi 
which produces some of the most innova- 
tive and imaginative modern fiction, has 






have been coming out of prisons since 
Malory and Cervantes. But Mr Soyinka's: 
prison reflections, “The Man Died", are 
a failure. They are personal, bitter, and 
obsessed by his own fate and 
preoccupations. 

Yet he has honourably battled on, 
refusing the temptations of a professor- 
ship. in exile, and allowed now, under 
Nigeria' s well meaning military regime, 
to live in his home province and teach at |. 
one of its universities, in Ife. With the | - 
Nobel behind him, he is now protected = 1 
against all. but the most ignorant of | 
potential oppressors. One can only hope 
that he and Nigeria are spared such 
rulers; and that he uses his new freedom — | 
to write at last the remarkable fictions . | 
that in his relative youth he seemed to` y 
promise. i 


























strategy and performance analysis 


INDUSTRY 
Will the Big 6 brewers become 
the Big 5? 


When will regional brewers 
disappear? 


When will the erosion of profit 
margins be stemmed? 


What strategies are open to 
the brewers now? 


Databank’s 150 page report provides 
a comprehensive business analysis of 
the £8bn brewing industry. 


| The report costs £1,250. 


More details from: 


Databank Limited, London House; 
Old Court Place, 

26/40 Kensington High Street, 
London W8 4PF. 
Telephone: 01-938 1001. 
Telex: 22861. Telefax: 937-8335. 


/Call us for 


€ 


| \ 203-966-5470 


Worldwide 


800-255-2665 
Toll free U.S. 


Amex, MasterCard, Visa or State- 
side check * We ship immediately | 
anywhere in the world - Gift wrap- 
ping * Mail orders welcome 

* Corporate orders invited. 
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— Science and Technology Parks in 
_ Belgium and the Netherlands 


standard is required.” 
(The Bookseller, London. U.K. 
ISBN 32-2-T05479.0 


Training needs: Assess- 


ment and monitoring 


by i Richter 


This monograph outlines a new approach to the 
assessment and monitoring of training needs in devel 
oping Countries and gives exampies of how the 
approach can be applied in practive. 1t argues that. as 
Conventional manpower planning techniques are gri- 
Marly concemed with forecasting manpower regure 


, fhehis. They do not give adequate guidance for the 
; planning of vocational training. Rather, the techniques 


should: be used flexibly to investigate training implica- 
Hons. and a clase partnership should be developed 
between manpower and vocational training planners 
and an institutional framework established for core 
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NEW TECHNOLOGY 
—THE WEALTH 
PARTNERSHIP CREATOR? 


Keynote Paper No. 1 

Uuiversity Industrial Research — 

Benefits and Prospects: The Case of 

UWIST £55.00 
Appraises, with casé studies drawn from. 
UWIST, the main government research 
council and direct university initiatives, 
and discusses benefits and aims of 
achieving them. 


THE EUROPEAN EXPERIENCE 

A series of Special Reports examining the 
importance and potential of Science 
Parks, Technopoles and Innovation 
Centres. : 


l Science Parks in Britain — Their 


role for the lote 1980s (1985) 
France and her Technopoles 
(1986j 

West Germany — Innovation 
Centres and Seience Parks (1986) 


£98.00 


(1986) £66.00 


lb Special price for purchase of complete. 


series, Orders and enquiries to: 
__ Virginia Osborne (Dept E) 
CSP Economie Publications Ltd 
Cotswold, Heol-y-Pare, Pentyrch 
Cardiff, CF4 8ND 


| Pel (0222) 892080 Telex 497492 


) 
£18.20; US$ 28.50: SF50 


£82.00 . 


| | REPORTS FOR MANAGEMENT 


both si es 0 


| gre for appotnting them, whotheyare, wha 
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Motivating 


| Management 


REWARDING EXECUTIVES WITH CASH 
OR SHARES 3 
Share. Roa pian lor ranagemantare nowboomingon - 
the Atlantic, with UK companies encour- - 

aged by new tax reliefs to follow the well-established US 
practice. This report analyses the benefit packages - 
offered to executives and assesses real returns fromboth | 
Se pn et en copes | 
. 1053. Price inc. i yd 

America US$ 155; Rest of Wold £98. Mid E he 


‘Non-Executive 


Directors | 
THEIR CHANGING ROLE ON UK BOARDS : 
Why should a company have non-executive directors? | 
This Special Report examines the reasons companies | 
ttheydoand | 

much they are paid. Case histories throw light on. | 


flon-executives in action, at a time when there is- | 


L4 


numbers. NUT. 
cial Report No. 244. Price inc. - UK & Europe £60; 
North America S20 Resto Word iB, cupo E 


Guide to Management 
Buy-outs 1986 m 
Management buy-outs. continue to grow in size and 
number. Their value is expected to double in 1986 from. 
astyears total of £820m. In this third edition the report 
has been enlarged to appear in Guide form. Designed to: 
Steer buy-out teams through every stage of the 
operation, it offers major sections on tax and legal - 
cts, a directory of institutions willing to provide 


finance, and the case histories of all important buy-outs 


of World 
The Personal 


Pensions Revolution 
NOW UPDATED 1986 EDITION 


80 far. e. 
inc. postage: UK & Europe £45; North America US$80; Rest : 


The government's pension proposals have now been i 
| s 


| 


| 
i 
E 
£82.00 | | 


uture costs of providing pensions is being shifted to the _ 
private sector. This Special Report, updated to AM 3 
1986, explains how personal pensions work and what | 
their effect will be on existing schemes; it looks at the © 
contract, the market, providers. and sellers, and - 


tly modified to retain Serps, but nevertheless halfthe — 
April 


assesses the future in the light of the US experience. 


Ear Report No. 210. Price inc. postage: UK & Europe £85; 
North America US$155; Rest of Word £68" - 
Reg Office: 25 St James's Street, London SWIA THG. Rag No 1775871, 9 


PLEASE SEND: | 
C) Non-Executive Directors. Special No. 244 


G Guide to Management Buy-cuts 1986. 


‘Gi The Personal Pensions Revolution (Updated). Special No. 210. | 
Ci Fall tals of the current range of EIU publications : 





increasing pressure for UK boards to follow the US | 
| Pattern and. increase non-executive powers and 





q uency that requires ‘later a antennas, L band: ‘would be dedi ate Athird — 
requency, Ku band, would provide a gateway to local telephone systems, preserving scarce e capacity onL 
ar d and UHF frequencies. Hughes Communications Mobile Satellite Services, Inc. is seeking 

a horization from the Federal Communications Commission to operate the system. 
































A device that evaluates military lasers instantaneousl is giving industrial and government laboratories 

new capabilities for measuring the performance of lasers. The computerized system, called an automatic - 
laser test set (ALTS), monitors and stores information such as beam energy, divergence, misalignment, 
pulse shape, pulse spacing, and pulse stability during a laser's warm-up period. It detects variations that — 
cannot be determined by conventional techniques, which use electro-optical/ mechanical apertures and 
take an average of multiple pulse measurements. By evaluating variations from pulse to pulse, engineers 
an improve future laser system requirements and specifications. Hughes supplies ALTS to the U.S. Army. 





Ane ierinedtal di itabiisánalo converter. chip is 10 times faster than the fastest conventional device. 
The chip, being developed at Hughes for advanced airborne radars, uses gallium arsenideasthe — 
substrate material. It has a settling time of 200 picoseconds, about an order of magnitude faster than a 
record-holding 6-bit Hughes silicon device. The new converter so far outdistances commercial devices. 
that design engineers are developing special interfaces so that the device can be hooked up in data 

: onversion systems for further testing and analysis. - 


A company has. assumed the operation of U.S. earth n resources satellites, the purpose being to 
Save taxpayers money. Earth Observation Satellite Company (EOSAT), a joint venture of Hughes and 
‘A, is now operating Landsats 4 and 5. EOSAT will be the primary source for marketing, ordering, 
d distributing data from these spacecraft. In addition, EOSAT will begin constructing the next- - 
eneration commercial Landsat spacecraft. Landsats previously had been acquired by NASA then es 
ur ed over to the Commerce Department's National Oceanic and Atmospheric Administration. For the — — 
ast 13 years, Landsat data has been used to map vegetation, mineral resources, and water pollution, 
dto update land use maps. The new spacecraft, Landsat 6 and 7, are being built by RCA and will 
any imaging devices built Y the Santa Barbara Research Center, a A Hughes suos di. : 








more information write to: :PO. Box 45068, kog Angles, A 900 045- 
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d with a large potential public. - 


The ten members of the Goncourt's 


1 jury are all writers. They, too, tend to be 
connected with the leading publishing 


.. houses, and this allegiance brings fierce 


« protests from France's many small pub- 


lishers. Membership of the jury is for life; 


when one member dies the rest co-opt a 


replacement who, naturally, tends to. 
share their ideas. Still, tension is built into — 
the process of awarding the prize. First 


the jury announces a list of 15 or so 
candidates, then, weeks before the 
"award, it usually publishes a short list of 
. half a dozen. 
This year the jurors confounded people 
by announcing a first list of only eight. 
hey came in for such criticism for this 
generous act that, in early October, 
ley drew up a second shortlist of 12 
names. For whoever wins, it will be their 






last candidacy. The rules say that you can. 


. win the Goncourt only once. The jurors 
are particularly careful about this as a 
result of the Romain Gary affaire. A few 
years ago, they awarded the prize to a 

* promising writer named Emile Ajar, only 
to discover that this was a pseudonym 
used by Mr Gary. 





. American prizes 
The cheese 


NEW YORK 


When the Association of American Pub- 
lishers tried recently to get its American 
Book Award televised, an Official from 





= 00k put out of it?” Even the prize with 
the best known name, the Pulitzer, wins 
little publicity for its books. There are 21 
Pulitzer prizes, of which five go to books. 
They are scarcely sales-boosters because 
they are announced in the April of the 
year after eligibility. Bestowed since 1917 
and worth $1,000 apiece, the Pulitzer 
prizes may help paperback sales, but only 
alittle. 
~The American Book Award is trying to 
copy the Booker. It will now consist of 


.two main awards, for fiction and. non- 


- fiction, worth $10,000 each, plus a $1,000 
“honourable mention” for a first novel. 
The award is run by a non-profit organisa- 
tion; American Book Award Inc, which 
gets its money from the fees that publish- 
ers must pay to nominate candidates for 

the prize, from the $250-a-plate dinner at 
"which the prize is announced (this year at 
the Waldorf Astoria on November 17th), 
, and from privately solicited donations. 
e ars of giving out 45 ra arak: 


5 why the. prize invariably: goes: to books: 


. 1985 White Noise Don DeLillo Sifton/Vikin 


. “Knowe as the National Book Award until 1980. 





1980 haee Wiliam Lift Random HAB. 
1981 Wright Morris Hamer & Row — .—— 
1982 Rabbit is Rich John Updike Alfred A. Knopf 

1983 The C. le 


‘Purp 
Alice Walker Harcourt, Brace, Jovanovich 
1984 Victory over Japan Ellen Gilchrist Little, Brown 





the committee has raised the nomination 
fee from $25 to $100, but still received 270 


nominations. Books have to have been 


published between November 1985 and 
October 1986. 

The American Book Award must com- 
pete not only with the Pulitzer prize, but 
also with the National Book Critics Cir- 
cle, which consists of about 200 newspa- 
per and magazine editors and critics. The 


Big is beautiful 


| t - Sc METRE PANANONG ul 


Light at the end of a truly massive tunnel 


MACRO. By Frank Davidson. Anthony Blond. 454 pages. £30. Published in America : 


by. William Morrow 


Mr Frank Davidson, for 15 years head of 


TEE But as ra as pied ine ar 














concerned, that is a backhanded compli. 
ment: the chosen books do not sell. Even 
judges often cannot remember the win 
ners. Like the Pulitzer, the award is badl 
timed: it is made in January at a reception 
sponsored by publishers. 

American prizes have to surmount one | 
obstacle that the British and French. 
prizes do not face. Ties between publish- 
ing houses and booksellers in America’ 
are closer than in Europe. Chains like 
B. Dalton and Waldenbooks buy so many- 
books that the publishers plan their sales. . 
campaigns with the booksellers. Literary _ 
prizes work like middlemen to improve = 
marketing. American booksellers do not. 
think they need a middleman’s help. 


























the macro-engineering research group of Paiga 


the Massachusetts. Institute of Technol- 
ogy. is a bit batty. But enthusiasts often 
are, especially when their views are so 
unorthodox they have to bellow to get a 
hearing. Mr Davidson favours not just big 


but massive projects costing zillions. You. 


cannot get much more heretical than that. 
His publishers have tried to pick a 
bestselling fight with Fritz Schumacher by 
subtitling the book "Big is Beautiful". Mr 
Davidson denies there is any clash. Schu- 
macher, he Says, Was always careful to 
advocate “appropriate” solutions and 
would have recognised that, say, to the 
millions of people suffering from drought 
in the Sahel, small is not beautiful; what 
they need is water, and lots of it, Under- 
ground water is not in inexhaustible sup- 
ply. However many boreholes are drilled, 


there comes a point at which only big. 


dams or long-distance water conduits will 
do. , 

.]t is true that big projects and the 
"intermediate technologies" beloved of 


Schumacher are often complementary. 


The plots of peasant farmers depend on 
canals branching off great rivers; expen- 
sive and sophisticated telecommunica- 
tions networks help self-employed, 


home-based enterprises to flourish. 
But Mr Davidson’s attempt to co-opt. 


members of the "small is beautiful" 
school is disingenuous. Their views have 


. coalesced with those of libertarians who 


are anti-big-anything (and particularly big 


cisely what Mr Davidson is up agains 


government). This combination is pre- 






































His adversaries are not hard pressed to 
find examples of folly on a grand scale. 
The Attlee government” $ scheme to tur 
large parts of what is now Tanzania into 
groundnut farm is an old favourite. Ot 
ers. include the high-rise, high-crim 
slums of urban Britain and Nikita Khru 
shchev's virgin-land plans to bring hur 
dreds of millions of acres of marginal an 
in: Kazakhstan ne Siberia into > Bra 









































































‘Here is a selection 


Some. authors address themselves only 
‘tangentially to Big Bang. Brian Wid- 
lake's In the City (Faber & Faber, £9.95) 
‘claims to explore the dramatic changes 
taking place in the Square Mile. It does 
nothing of the sort. Most of it appears to 
"have been completed before the author 
“even got wind of Big Bang. There are a 
- "few references tossed in here and there 
jn the main part of the book and 20-odd 

-pages have been tacked on at the end in a 
late, and vain, attempt to analyse Big 
-Bang in depth. The book is a history of 
‘the City. It is workmanlike and written 
- jn the clipped style of a television script 

_ (Mr Widlake presents the BBC's "Money 
| Programme"), which may be easy on the 
viewers' ears but is boring to read. 

For those who have as much under- 
standing about how the City operates as 
most folk have about the theory of 
relativity, try William M. Clarke's How 
the City of London Works (Waterlow, 
| £5.95). This does not attempt to tell the 

reader how to deal on the London Stock 
_ Exchange; nor does it say how (or even 
whether) the City's institutions should be 
-controlied; nor does it forecast what the 
place will be. like in five or ten years’ 
time. It is essentially a child's guide (and 
some of the. maps—eg, of the City's 
Canary Wharf. extension—could have 
been scribbled by a four-year-old). But 
at least it has no pretensions. 

For the partly-init, ated, the best of the 
bunch is the unoriginally—and wrong- 
ly-—titled The Big Bang (there should be 


prodiétion. 

_ Mr. Davidson replies that everybody 
-knows that the majority of small business- 
-es fail yet nobody cites this as a reason 
against starting a small business. This 
analogy is as slick as it is false. There is 
every difference between a launderette 
going bust and a dam doing the same 
hing. To succeed in his purpose, Mr 
Davidson had to present a convincing 
se for the sort of engineering schemes 
hat can take as much as a generation to 
finish—projects so big that they always 
need the political support of government, 
and nearly always its financial support as 
well. Has he succeeded? 

. Since grey elephants far outnumber 
white ones, the record helps one to judge. 
Many zillion-dollar projects initially criti- 
cised as grandiose wastes of money are 
today seen as a worthwhile part of the 





have around: the Sydney Opera House, 






world's landscape. Some are just fun to- 








the Pompidou Centre, Walt - Disney P 
World. Others: are all: but m 2 


‘The fuse to Big Bang | has been buning long enóugh to allow financial 
E ournalists, bankers and academics to write a shelf of books o on the "m 


no definite article) by Williar | Kay (Wei- 
denfeld & Nicolson, £9.95). Subtitled 
“An Investor's Guide to the Changing 
City", it is what it claims to be. It does 
not pad out its pages with everything the 
author knows about the City since the 
South Sea Bubble. It strikes a balance 
between information and comment, and 
deserves to be read by professionals and. 
non-professionals alike. The book gives 
one of the best and most lucid explana- 
tions of the Financial Services bill. (No 
matter that the bill, expected to become 
law next year, is now in danger from a 
posse of Labour MPs. ) And it gives the 
investor advice not just on where to seek 
redress if he or she has been ripped off, 
but how to avoid the financial cowboys 
in the first place. The book is written 
with clarity, wit and a degree of scepti- 
cism and criticism. On the invasion of 
the American conglomerates, for in- 
stance: “If the British can take Sylvester 
Stallone and McDonald's hamburgers, 
why not Merrill Lynch and Citibank?" 

Mr Kay is (rightly) unconvinced that 
the. so-called Chinese Walls will work 
inside the new financial conglomerates; 
these are intended to stop information 
leaking from, say, the corporate side 
advising on a takeover to the fund man- 
agers of the same outfit who could bene- 
fit from the information. It is scarcely 
credible that when the groups meet, 
nothing is discussed save the weather or 
racing at Ascot. 

Mr Kay is a former City editor of The 







the Suez and Panama canals, America's 


interstate highway system, the trans- 
Alaska oil pipeline, the Tennessee Valley 
Authority. Within a few years, when 
memories fade of notorious delays and 
cost overruns, even the subway in Wash- 
ington, DC and the Seikan Tunnel be- 
neath the Tsugaru Strait that joins togeth- 
er two of Japan's three main panes may 
come to be considered useful. . 

In as far as his imaginative, “messianic, 
but chaotic book is coherent at all, these 
"macro" success stories are Mr. David- 


.son's pad for launching his thesis. Our. 
children, he argues, will be the: poorer for 


the lack of visionary engineering today; 
for the reluctance of- governments to 
make large capital investment in anything 


other than military hardware. and i 


America) the exploration of space.. 


His writing style is the lumpiest sort of 
the des oo sae $e. inal d despair. E 






says, d a UTE Y 
be held. a one “the i | 
Services bill if they give out duff advice al 
and cost their readers a packet, while the — | - 
peddlers of share tipsheets will. But, — | 
then, as Mr Kay knows, some financial | 
journalists, while. pontificating about = 7 
sliding ethics in the City, raise Cain ifitis 7 
suggested that they, too, should be. | 
bound by a legalised code of conduct. | 

How different is the view of Michael 
Walters in his Big Bang: How To Make a 
Killing in the Share Jungle (Sidgwick & 
Jackson, £5.95). His advice to investors 
is *never buy from strangers over the 
telephone . . . check with your broker, 
banker or someone else. You could: also 
try the Daily Mail City page. | 
(where Mr Walters is deputy City editor 
and resident share tipster), He writes 14 
that he has, for 25 years, been “tipping... 
shares which have soared, and the odd 
one which has slumped". Mr Walters is 
not millstoned by false modesty. 

The title is a come-on. Only the 
greedy and naive will be suckered. The 
one sure-fire way to make a killing in the 
stockmarket is by insider dealing (which 
is a criminal offence); there is no system 
for beating the bookmakers without nob- 
bling the field. Mr Walters is a little too 
gung-ho in his advice to investors. Some 
of it is useful, such as scanning specialist 
publications for new products from listed 
companies which may make them a 
packet. But, despite the title, Mr Wal- 
ters admits that learning about the stock- 
market can take a "lifetime". Potential 
buyers of his book might reasonably ask 
themselves why bother. If his claims 
about his track record at the Daily Mail 
are true, a killing can be made for 20p a 
day, the price of the newspaper. 








transcontinental tunnel from which a: 
has been evacuated (the trains will zoon ^ 
underground without noise or air pollu-: 
tion). Such a train would make aero-.. 
planes obsolete except for local travel 
because air travel would be too slow. 

Or how about the possibility of an 
artificially contrived offshore territory 
that could be enlarged, in the Dutch 
fashion, to provide permanent houses for 
people expelled from their native lands 
but whom nobody wants to accept as 
refugees? Expensive of course, but "it 
may be less expensive than a sterile 
irredentism and an endless succession of 
communal wars.” 

Or the plan to fertilise North Africa: 
with a submarine aqueduct that carries 
the water from the Rhóne river under the 
Mediterranean and over the Atlas moun- 
tains? A plastic duct could be laid on the. 
sea bottom or suspended. below the sur- 
face at depths that would not endanger 
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ike Presidents. Bode hive hehe 


such ideas as impractical? The nagging 


thought remains that the late twentieth 


century may be seen, in retrospect, as an. |. 


forgive t t | 
age ready to forgive everything Ku 1 We re bored by Kitty's tome 


.. enthusiasm. 


Harold Wilson 


Supporting actor. 
as star 





THE MAKING OF A PRIME MINISTER (1916- 
964). By Harold Wilson. Weidenfeld & 
icolson and. Michael Joseph. 
214 pages. £14.95 


Lord Wilson's third and final volume of 
memoirs (he i is writing his autobiography 
backwards) is thinner and less well docu- 
mented than its two predecessors. For the 
most part, it is routine stuff—a charmless 
narrative of his early years in Yorkshire 
and Lancashire, of his time at Oxford 
University, of his stint in the wartime civil 
service and of his rapid political rise after 
the war (he went straight into Attlee's 
government without pausing, even brief- 
ly, on the back benches). The book is 
only enlivened by the occasional vi- 


gnette—for instance, his first meeting. 


with his future wife (for Mary's sake, he 
invested 15 shillings in a new tennis 
racket), or his postwar negotiations with 

Anastas Ivanovich Mikoyan (who, at one 

even-hour lunch, knocked out three 
Bris diplomats, as well as three of his 
own side, with Armenian brandy). 

Yet, for all its faults, "The Making of a 
Prime Minister" is a revealing book— 
revealing in more ways than its author can 
have intended. Lord Wilson admits that, 
aged 12, he aspired to be chancellor of the 
exchequer. At 18, his aspirations had 







encompassed the prime ministership. But ! 


he seems unable to admit, even to him- 
self; the extent to which personal ambi- 
tion motivated him. Only an obsessive 
preoccupation with personal advance- 
ment, combined with an extraordinary 
inability to make close personal contact 
with his fellow politicians, can explain his 
resignation from the dying Attlee govern- 
ment in 1951, or his decision to oppose 
Hugh Gaitskell for the leadership of the 
Labour party in 1960. The explanation 
€d here (that these decisions were 
E: dou the good of the r party) rings 
| hollo 2 







































E And now. the end has come 


; Not to get. “My Way", 











d In Kitty's “His Way”, —— | 


| HIS WAY: THE UNAUTHORISED BIOGRA. Al 
| PHY OF FRANK SINATRA. By Kitty Kelley. i 
Bantam Press. 575 pages. £12.95. Avail.) 






able i in America from Bantam 











ve had our fill of tabloid-tattle 





But we enjoyed the legal battle 

His lawyers fought, her lawyers won : 
Each courtroom step down legal byways - 
Poor Frank, he must be stunned 














Frank regrets he’s had a feud 

Called Kitty words too rude to mention 
Her ripostes were just as crude 
But the book accrued much more | 
attention 
And there are times 
{though just a few) 
That she reveals 
News that is new i 
About how Frank struck liberal postures | 
Yet cosied up with all the nostras— : 
Anyway, that's what it says 












As a child, he was a patrol leader in the 
3rd. Colne Valley Milnsbridge Baptist 
Scouts and there is a boy-scoutish. air 
about his account of his career. He takes 
the greatest pride, not in his accomplish- 
ments, but in his trophies and badges: in 
his elder brothership of Trinity House, in 





is not a political autobiography; i 


cian, the task he enjoyed most was pre- 


cian—more 








M RON on av ng | 
Britain’ 5 longestsserving peacetime p 
minister. “The Making of a Prime 
ter”, even more than the earlier v 
















glass-fronted trophy case. | 
Where he excelled, as this book mike 
clear, was asa practical man of affairs, a 
a committee man, and asa patient an 
even-tempered negotiator. His milie 
was the Oxford common room or t 
Whitehall corridor. Even as a top politi- 





















paring a detailed factual report on the 
Labour party’s constituency organisation. 
But his political vision was limited to. 
negotiating settlements, agreeing on. 
agreed reports, and compromising on 
compromise drafts. Indeed, he seems to- 
have had no political ideas at all (apart. 
from setting up his beloved Open Univer- 
sity). He was, as contemporaries recog- 
nised, that rare animal: the pure tacti- 
than an operator, an 
operative. E 
Lord Wilson's misfortune was that he : 
achieved his ambition. He became prime | 
minister. And the office exposed his limi- 
tations. Pledged to “build a new Britain", 
he left the country in a worse state than he 
found it. Committed to maintaining La- 
bour party unity and making it the “natu- 
ral party of government", he left it so 
divided internally that, five years after he 
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four and ‘Bonar "Law. T 1, 
serving. and unpersuasive apologia shows 

why. - | 





CBUDAPEST 





jitürilhy, Hungar - / is ; the most relaxed country in Eastern Eu Irop 
ing at the limits set by evena free-ish communist government is hard 


A few weeks ago, a strange premiere took represented in the feature-film category 
lace in Budapest. A film made 30 years at this year's Cannes Film Festival), the 
ago by a director who has been dead since government gave in. It accepted the resig- 
.1979, was shown for the first time in nations of the two men, révoked the 
public. “Bitter Truth", directed by Zol- controversial price adjustments and ap- 
tan Varkonyi on the eve of the 1956 pointed a caretaker managing director. 
uprising, had been buried in the archives Hungary's film industry is now in lim- 
for 30 years. Using an old farm building bo. The directors are back at work, but 
as an allegory of the communist regime, d depuis 
_Varkonyt’ s film argued that when some- 
thing is riddled with corruption, it is best 
to demolish it and begin again. 
© The fact that “Bitter Truth" was shown 
at all is a reminder that the arts. in 
Hungary reflect that country's compara- 
tive freedom. But this can cause its own 
.problems—and the. film industry as a 
whole shows why. This summer, film 
- directors revolted en masse against their 
government-appointed managers. But 
. not, as one might expect, because the 
appointees were trying to censor films. 
- The cause of the row was a series of cost- 
- cutting measures by Mr Laszlo Szekeres, 
.an economist appointed by the Ministry 
of Culture as managing director of the 
' State Film Institute (Mafilm). | 
"In order to reduce Mafilm's heavy 
debts and cut spiralling production costs, 
Mr Szekeres started to terminate the 
contracts of out-of-work actors and 
icked superfluous technical staff; he 
won rapturous applause from directors. - 
hus encouraged, Mr Szekeres turned his | 
tention to Mafilm’s complex and fraud- 
in pricing. system, which had long 
‘studios to d p on Hunger 
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profits they said Mr! 
to set up à Holiysvood-on : 
With the studios paralysed (for he fi 
time in. overa decade, Hungary was not x 
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Yett e story for painters. ahd dipo vis 


as different. ‘The past five years have seen > 2. 


a blossoming of opportunities, mirroring 
the encouragement of small-scale private — 
enterprise. Just as the private shops in- 
Budapest are stocked with a surprising 
range of expensive goods, so, in March 
this year, a group of artists based in 
Szentendre near Budapest opened the 
Arteria Galeria, a shop that sells afford- 
able works of art and is owned ba) the. 
artists themselves. 

The Hungarian Fund of Att, to which 


all professional artists belong. boasts 


some 7,000 members. Most of their com- 
missions come from the government, but - 
even the socially-unrealistic. get. work. 
Miklos Eredly, who died in April, was the 
exemplar of the modern Hungarian artist 
whose talents encompassed film, photog- 
raphy and painting. At an exhibition of 
contemporary art in Szekesfehervar, the 
works on display were bright, often delib- 
erately infantile and gently subversive. In 
one painting by Mr Sandor Bernathy, a 
group of tender young communists is 
shown saluting and smiling; the caption 
cries “Young People of the Future"; 
across the picture is stamped the word 
" Archive"—4n Russian. 

Two of the best known artists, Messrs 
Imre Bukta and Geza Samu, marry this” 
sort of anti-Stalinist avant-gardism with 
national and folk-art traditions. Mr 
Samu, the ,son of a forester, gathers 
branches ‘and reassembles them into to- 
tem-like structures (the picture shows his 
“Tree Growing in Two Directions"). 
Similarly, one of the leading Hungarian 
architects, Mr Imre Makovecz, is a pract 
tioner of so-called "organic architec- 
ture", creating buildings mainly of wood 
and slate. . © 

Is Hungary the social and artistic lab- 
oratory of the Soviet block, as many 
Hungarians believe? Perhaps, but finding. 
out how far it can go is a matter of. 
permitting some freedom of expression, 
then clamping down lest things go too far. 
Mr Istvan Kiss, for instance, has just been 
appointed rector of the Academy of Fine 
Arts in Budapest. The Academy had 
trained a generation of "new wave" 
painters influenced by | the West. In a 
radio interview shortly after his appoint-- 
ment was announced, Mr Kiss promised 
to restore "socialist values" in the school 
and implicitly criticised his. predecessor, 
Mr Joszef Somogyi, for "trying to convey . 
and represent various currents and im- 
pressions uncritically and without value". 






7 END 
> eS 
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PACIFIC WESTERN UNIVERSITY | 


800 N Sepulveda Bivd, Los Angeles, California 90049-— Dept 137-—USA 





te t D e m HM, hie: Mi me 


University of 


California, Berkeley 


1987 Executive Education Programs 


Competitive Marketing Strategies 
January 11-16, 1987 
August 9-14, 1987 


Corporate Finance and Strategy 
May 31-June 5, 1987 . | 


Financial Decision Making 
for Public Utilities 
June 14-26, 1987 


Advanced Management Program 


for Caribbean Managers 
July 6-24, 1987, Kingston, Jamaica . 


Management Development 
July 26-31, 1987 


Competitive Marketing | 
of Services : 
July 26-31, 1987 
Management Development for 


Engineers and Scientists in Asia 
August 2-14, 1987, Bangkok, Thailand 


Management Development for 


Engineers and Scientists 
September 17-25, 1987 





he Executive Program 
| October 4 30, 1987 / 





For reservations and further information: 
Dr. David H. Downes 
cecutive Education - 








Berkeley Business $ 
Berkeley, California 94720, U.S.A. 

Telephone: (415) 642-4735, Ext. 181 

Telex: HU: 366 : 114 Bc BERK BERK. 








Send detailed résumé on work He and academic experience for a no 











The Oxford University Certificate in Management Studies 


E T he Oxford Senior Managers Development Programme is 7 
“directed by Roger. Undy and Nigel Slack. The price is £7 £50. 
excluding VAT and this includes residence: and all materials, 


shool Dept. 181, University of California, a dd 





Programme 
141 January- 13 March 1987 


The fenior Managers Deve! opment Programme is a nine week 
residential programme for experienced managers of high 
potential The programme design recognizes the diverse needs 
of participants with different backgrounds, jobs and 
organizational settings: Is unique in the extent to which it 
encourages managers to pursue their awn professional goals 
and objectives within the. context of a programme which extends 
ther general understanding of management. Participants arë 
selected to produce a balance between British and overseas 
managers. Particular care is exercised in choosing an 
appropriate spread ofintemational participant 5 fo.give the 
course a word view. 


A five week CORE period covers Finance and Accounting, 

Human Resource Management, Management information; ! 
Marketing, Operations Management, Strategy and the Business. 
Environment inctüding the impact of technology and technical cc 
change Perspectives on Management looks at the nature of :— 
Managerial work, at politics: irmanagemaent, and at leadership 
and change. 






















A special leature of the programme is the OPTIONS month 
during which participants are able to design timetables and 
patterns of work and study to suit their own individual needs. 
They are offered the opportunity to shape and manage their.own 
learning. They. are able to do this with the help of a tutor who 
arranges. individual tutorials, visits and study periods on specific 
topics of interest. The ability to combine scheduled group 
sessions and individual study provides sufficient flexibility for 
participants to satisfy a wide range of individual needs 
















Completion of the Senior Managers Development 
Programme entities participants to apply to the 
University to undertake a management project and 
to submit for examination their report for the Oxford 
University Certificate in Management Studies 


















Templeton Col lege, the Chdord Centre for Management Studies : 

teaches the undergraduate and post-graduate degrees in. 
Management of Oxford University, It presents a wide: range o — 
programmes designed for senior managers. The Golle ERS 
cigsely wih may 
management ci 
partic ular | 































d Sedis for. aeien" experience, 


FE Neil Gibson & Cipki Dept E; = 
A PO Box 3. ‘Sudbury. Suffolk. Engan. : 














































LEARN. TO SPEAK FRENCH 
BY TOTAL NATURAL IMMERSION 


: with French participants for 7 
intensive daysin the DORDOGNE 
“Chateau LA VALOUZE 
tel: 539144 28 J1 Lefevre CIEL. BP 180 
24490 LA ROCHE CHALAIS. France. 












| Eveni AT BAP — 


| ARE YOU SEEKING TO CONSOLIDATE - 
- AN ALREADY SUCCESSFUL CAREER? 





‘SOMERSET UNIVERSITY 
offers degrees in. most sub- 


-jects by distance learning. For 
„details write to: 




























: "Somerset Independent 
i: Ourtwo-year Evening MBA is designed for up-and-coming University, llminster 
- managers like you, especially in the City and Financial aes | g E 9466 1g 

“EXPERIENCE COUNTS! | P | 


| institutions. We aim to stimulate strategic thinking, so vital 
to understanding changes in the City and industry, and 

| many leading institutions sponsor their staff. . 

_| The high intellectual demands require the candidate to 

- |- have at least a good second class honours degree or its 

5 equivalent. 
Our next intake i is in February 1987 and for our prospectus 
please contact: 


- NON-RESIDENTIAL 
DEGREE PROGRAMS 


Professionals in any field may apply tot: at-a- 
distance Bachelor's. Master's or Doctorat de- 
gree programs in Management, documen 
work experience instead of further classwork. 
and presenting a career accomplishment project 
instead of 4 standard thesis. The cost is moder- 
ate; the-time- for. completion. is "shortened. 
Designed for working professionals. Program 
authorised by the California Department of Edü- 
cation. Students worldwide, 








"LEARN FRENCH 


' The intensive way and in real inr 
mersion. This means living in one of 
the most picturesque regions of 
France and really becoming fluent: 
Also vacation and learning plan. 
Cultural programme in Paris. Wir- 



















Elizabeth Sullivan, Evening MBA Admissions Offi- CALIFORNIA UNIVERSITY ter programme on the French Rivi- 
cer, City University Business School, Frobisher tor ADVANCED STUDIES A eric (e Mon AT 


School of Professional Management. 
Office " M Lay dis Room E-1A 
Ms, CA 94947 il 5) 382-1600 


[BILINGUAL MASTER IN BUSINESS 
ADMINISTRATION (MBA 


IESE's MBA Programme offers you the opportunity of enhancing your skills and 
extending the boundaries of your career by joining our multilingual, multicultural 
graduates who are sought by companies throughout the world. 







| (Crescent, Barbican Centre, London EC2Y 8HB. 


. Telephone: 01-920 0111, ext 238. ‘The French and American Study 


Center, BP. 176, LISIEUX 14104 Ce- 
dex—FRANCE. Tel: 31.31.22. 01. 












Instituto de Estudios | Participants come from 40 different nations, providing an international orientation 
Superiores de la Empresa which is unique. You will become fluent in the two most important western languages 
University of Navarra . Of commerce and gain an excellent insight into the business world of Europe, Spain 
Barcelona-Spain | and Iberoamerica. 


IESE's faculty comprises internationally trained and experienced professors, who have 
! taught and studied worldwide. The programme has been supervised from the start by a 
joint. committee of IESE and. Harvard Business School professors. 
. To join this exciting 21-month ‘Programme, which starts in September each year, 
you need: | 





| NE B UA S to. have completed a: university degree For further information, please 
ge se. (or equivalent) in any field: - “Write to: MBA Admissions Office 
PO S IESE | 


; s to. Speak Engiish or Spanish 
i Avenida Pearson, 21 - 

: u 08034 Barcelona, Spain 

Telephone: Nicola Hijlkema . . 

| — (Barcelona (3) 204 ed 9.00) 
Teles: — 50924 IESB. E 








IESE BARCE ON NA. 










. University of Nottingham 
< Faculty of Law and Social Sciences 
. CHAIR OF ECONOMICS 
Applications are invited for the Chair of 
Economics in the Department of Eco- 
. nomics, which becomes vacant with 
the retirement of Professor J. R, 
. Parkinson, Head of Department, at the 
= end of the present session. 
. Salary within the professorial range. 
Further particulars and application 
forms returnable not later than 15 De- 
.£ember 1986 from the Staff Appoint- 
“ments Officer, University of Notting- . 
< ham, University Park, Nottingham NG7 
2RD. Ref No 1071. 














627-£ 















. Faculty of Management and Business 
Department of Economics and 
Economic History 

RESEARCH ASSISTANT 

To work on the application of artificial 
intelligence procedures to the model- 
ling of business decision-making in 
_ conditions of uncertainty. Candidates 
should recently have been awarded a 
good class of honours or taught mas- 
ters degree. Some experience with 
structured computer programming is 
essential. The successful candidate 
will be required to register for a higher 
degree and will be. supervised by Dr 
Scott Moss to whom informal enquiries 
may be addressed. 


For an application form and further 
particulars, please. send a self-ad- 
. dressed envelope marked M/253 to the 
Secretary, Manchester Polytechnic, All 
Saints, Manchester M15 6BH. Closing 
date for applications 10 November 
1986. Previous applicants need not re- 
apply. 

Manchester Polytechnic is an Equal 
Opportunities Employer. 


onal economics preferable. - 
cies.on regions and their: 




































The West Midlands Regional Forum covers the whole of the West Midlands 
Region and comprises the constituent County and Metropolitan District 
ag Authorities. The Economist will join the permanent professional 
team. The post is subject to the usual conditions applicable to appoint- 
ments in Local Government. A full job description and an application torm 
should be obtained from the West Midlands Regional Forum, 1 Duchess 
Piace, Hagley Road, Birmingham B16 8ND, and submitted not later than 
Monday, November 10th, 1986. Potential applicants are welcome to 
contact the Director on 021-235 4181 for an informal discussion. 


The Forum is an equal opportunities employer. 













































versity of Botswana 
"OFESSOR OF ECONOMICS 


Duties: to be academic and administra- 

tive head of department: to conduct 
and guide research; to train Botswana | 
members of the department; to teach 
courses as required. 

Qualifications: a PhD in developmen- 
:tal/monetary economics and ten years’ 
university teaching or other relevant 
experience are essential. Experience 
n a developing country would be an 
. advantage. 


, Salary: local salary P23,640-P28,596 

pa {£ft = 2.9 Pula approx! plus various 
- allowances. in addition the British Gov- 
ernment may provide salary supple- 

“mentation of £10,212 for single and 
£12,240 for married appointees, plus 
travel expenses and baggage allow- 
ances, education allowances and chib 
dren's holiday visits, medical 
expenses. 


. Starting date: as soon as possible. 
Closing date for applications: 7 Novem- | 


1986. 
fications: applicants should send 


Their cv, including the names of three 
referees, to the Registrar, University of 
Botswana, Private Bag 0022, Gabo- 
rone, Botswana, with a copy to the 
British Council, Overseas Educational | | 
Appointments Department, 65 Davies 
. Street, London W1Y 2AA, from where 
further details are available on request. 
‘Please quote reference: 86 K 105E. 



























SEGAL QUINCE W 


vic 
TECHNOLOGIST/ECONOMIST 


Segal Quince Wicksteed is an expanding economic and management 
consultancy based in Cambridge. Its clients include international organisa- 
tions, national governments and development agencies, regional and local 
authorities, universities and large corporations. 

The firm has a strong track record in technology-based economic 
development encompassing strategic planning, feasibility and other stud- 
ies in such fields as: 

~ Science and technology policy 

~ commercialisation of research 

~ university-industry links 

~ science parks and innovation centres 
— high technology small businesses 

We are seeking outstanding individuals, probably in their 30s, who 
combine both economics/business and science/technology qualifications 
and experience. 








































Research Associate 


| position in the Division of Nutritional Sciences 












Letter of application and CV to: 


Roger Quince 
al Quince Wicksteed 
Keeper's House 









vitamin A deficiency to child mortality. Work 


tries ig pecorsary, Doctorate: in. nutrition, 
epidemiology, ft ic) 






















ary 
Send CV 
to Or 
Pinstrup-Anderson, Division of Nutrit 






















.| | Economist, sympathetic to SDP- 
| Liberal Alliance policies, required 
| by small organisation for applied 
| work on policy-related issues. 
Should have good first degree (as 
a minimum), work experience, 
and knowledge of econometric | 
modelling. Familiarity with gov- 
ernment statistics an advantage. A | 


















| Weare looking for a graduate who has 
-f specialised. in international economics | T 
| and feels comfortable with interest and | 1 
| foreign exchange rates forecasting. Exed F 
| oe aerate packages, soe 
i45 Lot wou necessaty. ieam p d pL SES na i: > RM aai 
| work, good communication skills and | | | high standard of written and oral 
self-motivation would be important cri- || ] communication, tact and an ability 
teria for selection. Applicants who can | | | to work accurately and effectively | 
ork AN pressum n MS io ..| to deadlines are important. Loca- 
achieve excelence should send a de Lion London. sala eaotiable. 
| fated tand writen curriculum vizeto: | | | Seng ey to Box 3802, Thé Econo. 
. Ockey Fields, Lo ndon WET IG ess Street, London SWia ; 






















scholars, by strengthening existing programmes, aiding in the forma- - 





















































Opport 
For additional inform 





“Centra pare . ‘up to o£1 2. 500 pa. 


The Cable and Wireless Group is a 


world leader in the competitive field of- 


telecommunications, operating and 
maintaining a wide range of high- 
technology systems. Accurate 
economic and market forecasting is 
crucial in an industry which is 
continually changing in response to 
increased demand and new 
technological developments. 
The Forecasting Unit in Central 

London requires an executive to 


analyse and forecast demand for the . 


Group's telecommunications systems 
in terms of volume and revenue and to 
forecast the impact of economic and 
other changes on the Group's 
business environment. Furthermore, 
the executive will assist in developing 
the statistical and computer 


Candidates should possess a 
degree in Economics or Statistics 
with a significant econometric 
content, ideally backed up by working 
experience in a commercial 
environment. 

We are offering an attractive 
salary with benefits including flexible 
working hours, 22 days. annual leave, 
and subsidised restaurant facilities. 

This is a fascinating challenge 
which offers considerable variety, the 
potential for overseas travel and 
excellent career prospects. 

Please send full details, quoting 


ref: EB 15, to: Recruitment Manager, 
Cable. and Wireless plc, Mercury 


House, Theobalds Road, London 
WC1X 8RX or telephone for an 
application form on 01-405 4980 


ur Monash University 
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< University of Warwick 


SENIOR RESEARCH FELLOW 
“RESEARCH FELLOW 

o> Parliamentary Unit 

<: Applications are invited for two full-time 
- posts. The work of the Unit, which is 
to financed by the House of Commons for 
| ihe period up to 30 September 1990, 
“involves the analysis and design: of 
© economic policy for Select Committees 
cand members. of the House. of Com- 



























be made either as Senior Research 
Fellow, on the Range ll Scale: £11,790- 













Scale; £8,020-£12,780 per annum. 


"economics or. econometrics, ‘and have, 






techniques used in forecasting. 
oie the world communicate — 


University of Glasgow 


_ ate training: in macroeconomics (or 


_ international macroeconomics, and to 


mons. The Unit, directed by Professor | work on North-South interactions. 


-: Marcus Miller, is. in. the Department of. 
Economics and uses the facilities made 
available by the ESRC Macroeconomic. 
Modelling Bureau. Appointments will 


: £15,700 per annum, or às Research |. s 
Fellow/Associate, on. the Range | A | experie ce. 


n 
Candidates should be well qualified iñ pone: partioulars r may be gna ea 
| my, Adam Smith Building, the Universi 
for the senior post, ‘considerable expe- | 
rience in running policy simulations on | 
macroeconomic models. Further par- - 
ticulars from the Registrar, University of | 
‘Warwick, Coventry CV4 7AL, to whom | 
applications, quoting Ref No12/3A/B6/K - 
SHOW De qent by" 14 November 1986. - ‘tary. Closit 


an n up-to-date. él 


(24 hours). 


Cable and Wireless | 





RESEARCH FELLOWSHIP IN 
ECONOMICS 








LAKE GENEVA/MOUNTAINS 


Applications are invited for a temporary 
two-year post in Economics (from Janu- 
ary 1987 or as soon as possible there- 
after) from candidates with postgradu- 





and chalets available with 
authorisation for foreigners. 
High-standing apartments 
also available in Lugano 
area. Reasonably priced. Ex- 
cellent terms. Visits also on 
weekends by appointment. 


















econometrics. or other quantitative ar- 
eas), to join. a new research group in 








Salary will be up to point 6 on Range 1A M 
of the salary scale for Research and ee 005 L Busan" 0; 
. Analogous Staff. (currently > £10,375, Switzerland ! 

subject to review) with placement ac- 
cording. to age. qualifications. cand qe abies me ch 


from the Department of Political Econo- 



















t of Glasgow, Giang dn BRT teie- | M. 








be directec 





Fine selection of apartments. 


d SWITZERLAND 

Sale to foreigners. authorized 
^ Buyy t STUDIO, APARTMENT or CHALET on LAKE: 
ofi these prestigious summer and winter-ski resorts, CRANS- TANA, . 
VERBIER LARS, LES DIABLERETS, CHATEAU- Ayn homed JURA - 
Ua 80% t credit at Lid Rc 7 















i Australia 5 
. Department of Economics- 


| CONTINUING LECTURER. 


| An-any field of Economics. Applicants 
should have postgraduate training at a 


| | high level and considerable teaching 


] and research potential. Department of- 

fers wide range of courses at graduate 
and undergraduate levels. Enquiries to 
Professor R. H. Snape Tel. (03) 541 
2320. Salary: $27,859-$36,600 per án: 
num. Applications including Ref. no 
20112, curriculum vitae and 3 referees 
to the Registrar, Monash University 
Clayton, Vic, 3168, Australia, by 2: 
November 1986. 


An equal opportunity employer 















-| Southampton T 





THE 
} UNIVERSITY 




















Finance Officer 


Applications are invited for the post "E 
Finance Officer, which will become 
vacant on the retirement of Mr. J. H: 
Dalby, MA, FCA, The Finance Officer 
is responsible for initiating. financial 
plans within the guidelines of Univer-. 
sity policy and for the accounting and 
financial administration of the. Univer- 
sity. Salary negotiable but in the re- 
ion-of £25,000 per annum. Further 
tails may be obtained from the 
Secretary and Registrar, The Univer- 
sity, Southampton SOS SNH to whom 
applications should be sent by 31 
October 1986. 














INTERNATIONAL PROPER 





VENICE fiat fully furnished except lin 
en. Sleeps five in four rooms, kitcher 
bathroom, sunny balcony facing gai 
dens on quiet canal, Monthly only fror 
November. (including Christmas an 
Festivali. Contact: Everest, 6 Gantó 
| Street, London W1. Telephone: 01-43 
2944. 












HOW TO OWN A RANCH 
FOR LOVE AND MONEY 


(PLA thoughtful approach to purchasing and 
managing farm and ranch property for 

the serious investor. For brochure write 

ox cali: 

B K. JOHNSON, 2 TO1 MILLER DR 
. DAVIS, CALIF 8 



















































| Readers are recommended to take 
— the appropriate professional advice’ 
< before entering into any eres 
A commitment. 





















House, 93 Regent St, London Wi. 
Bahnhofstrasse 52, CH-8022 Zurich Xs 
Tel: 01/211 92 07. Tix: 813 062 BSIC FA 







YOUR BUSINESS S SERVICE 
OFFICE IN SWITZERLAND 


COTON formations in Switzerland, Liech 
tersten, Panama, etc. 
Fiduciary and Trustee Service. 


Refurbishment of 
Boardrooms and Offices 


- Bank Accounts, Bank Introductions. 
urniture restoration, Franch polishing, —Portfotio Management. a 
PRe-lining of desk tops. , Upholstery, Be — Administering all your business. 
Spoke furniture. A Tully comprehensive nth 3499 


service. 


For further information contact: 
MILLERS KELVEDON 


Economi pers Lid 
25 8t james $ See London SW1A 1HG 


KNIGHTSBRIDGE 
GREEN HOTEL 


Kelvedon, Essex CO CO5 SAG 
Tet: 0376 70098 


Specialists in the restoration of fine furniture 
» for Business Houses. 


Est 1920 LAPADA Members 





in suites—from: £48 per night plus. VAT. 
English or Continental breakfast to order. 








PUBLICATIONS 





SWIX 7PD. 

















[oomen <a MEAS 


THE PROFIT SYSTEM, 


















a book on.a system of free enter- i | CURRENCY 

prise without unemployment and i FORECASTING: 

serious inflation. Order from: M, 

Springer, Neue Heimat Str. 21, 1 STAYING AHEAD 

6837 St Leon-Rot, W. Germany. 4 OF THE GAME 

Price $12 plus postage and r Contidential is e weekly forecasting 


service for dealers, investors and business 

I people. Tu shows vou how you and your 

] company can make à great deal of money out ot 
currency flüchiatións and movements in 
interest rates. 
Every week vou will qetan overall survey of all 
the tajor curréncies = where they are and 
where they are heading: explica foreign 

i exchange rate and interest rate forecasts az 
weil ag ai investment advice, 


shipment. 









EO! Ss | 
| Ci ity Changes 
| As the City of London becomes more 
|) ihternational after Big Bang’, how will 
its status be affected? What are the 

; implications for New York and other 
| 

j 

B 

| 
| 

$ 
| 

Í 





HA EP 


intemational financial centers? How 
will the US firms expanded London 
"d. operanons get on in the battle for 
i|. marker share? 
Fora foll and regular analysis of the FL, Vi | 
|| major issues brought about by ‘Big 2 Tori in rich tion: abo 


.H. Bang'both in London and overseas, 


j | | mn iden c classified advertising 
d Changes, the City of London's only 

| deregulation newsletter. Available op portunities 
sf. fromthe publishers of Crawford's i 

dl Directory of City Connections - | peti Bisson ich 
s ae keown in UK financial circles as tlie The or ron Dieci ý 
i i bible of the City - City anaes will Lien igi A IHG 


keep you intouch. Telephone: 01-839 7000 


Telex: P ECON G 


Margaret Medlock 
The Economist Newspaper Lid 
10 Rockefeller Plaza 
New York, NY 10020 
Teleph lone. 212 8415730 
E Telex. 148393 "T 


5730 for a free sample copy. 


l 

n. 

P Call Bradiey Cleaton on (212) 541 
| Price: $360for 12 monthly issues, 













The Economist Publications Limited 


16 Rockeleller Pi ata, 
New iac! NY +0020 





CAPITAL CVs prepare ‘high quality | TRAVEL CENTRE World. 
curricula vitae. eh 01-607 7905 
details. me 





DON'T BUY an air ticket unti youhave | For details, please. Jelephone 01-654 | 
contacted us (specially USA/Canada). add ABTA mia 


| | Sage Tvi, 01 Ed 85: : Have. Telex 
| "ZURICH-ZURICH-ZURICH 266045 o 
BAHNHOFSTRASSE 52 EIS NS 
Hood lon ee HOME | a e 

@ Officer Management Services AFRICA LOW COST Flight specialists. 

E reset ne ee African World Travel Services, 01-734 

FROM SWITZERLAND 7181; 734 7182, Sth Floor, Radnor 

Business Services Consult Corp 



























Asmal family mengd and run hotel close to 
Harrods. Excellent accommodation—mainly 


Sas Soe toa TO FLORIDA ||| LONDON sw1x 08D 
















vide flights - 
for | specialising in first, club class, econo- _ 

my to Australia, South Africa; USA. 
- Also specialists in business accounts. 































MANAGEMENT 
TRAINING | 


The British Management Training 
_ Export Council represents most of 
the leading management educa- 
tion and training establishments 
in Great Britain. The Council's 
1986/87 brochure describes the: 
education and training provided - 
for industry, commerce and the | 
public sector in the UK and | 
worldwide by 36 member orgak: 
sations. T 
Copies free of charge from: 
BMTEC 

Keswick House, 3 Greenway 
London, Great Britain, N20 8EE 
Telephone: 01-445 5256 

Telex: 24224 (ref. 3237) 















— 


Hundreds oftop paying positions available 
now. Tax-frea incomes. Many attractive : 
benefits. Opportunities for allaccü 

skilled trades, professionals, manage- 
ment, technical personnel etc. ; 
For free information about our publica- 
tions, write: 


Overseas Empio 
EE PS x dios Son fcr hays 











































































US IMMIGRATION 
Obtain both US residency and excellent 
financial retums through US investments: 
company transfers, professional employ: 
ment, etc. ALL MATTERS HANDLED BY 
LICENSED US ATTORNEY. Visiting Europe 
Dec 1-11; visiting Asia Det 12-24, 
For appointment, please eontact: 
Edward Gallagher, Atlornéy-at-Law, PO 
Box 70302, Washington, DC 20088 (USA. 
Tel: 301-951-9616. 

















































THE 
EXECUTIVE HOTEL | 


97 PONT STREET 
(CADOGAN SQUARE) 


EMIGRATE | KNIGHTSBRIDGE 








































Tel: 01-581 2424 I 
Telex: 9413498 EXECUT G. 


Located in London's most. 
prestigious residential area. 
Only a short stroll away from | 
Harrods, fashionable Knights. 
Shy shops, and world fam- 
ous Beauchamp Place. | 


All rooms with full private facili- | 
ties. Colour TV. Direct dial | 
phone. Hairdryers. Coffee/Tea: 


Earn $40,000-100,000 per annum 
via a business purchase and quali- 
fy for residence in sunny Florida. |- 
Secure a future for your’ family. 
Minimum cash investment 
$75,000-100,000. Alternatively a 
$10,000 business investment. will 
return a guaranteed 18% dividend. 
Complete re-settlement and. immi- 
gration service. ` 


Detailed brochures: British Ameri- 





























































! can Consultants inc, 10th Floor k 

, , r bstantial buffet |. 
I | | Suite 1001, 1555 Paim Beach | | | maoro breatineg ia. buffet | 
i Lakes Bivd, West Paim Beach, | 


Síngles: £38 + Vat | 


ea wake ee came ` Twitn/Doubles: £45 + Vat. po 


689-8998. Telex 466 740. 























“MIDDLE EAST 


A MUST FOR EVERY BUSINESSMAN SEEKING 

TO PENETRATE THE MIDDLE EAST MARKETS. 

AGENCY CO-ORDINATION /MID-EAST REPRESENTATION/ 

MARKE TING/ PROMOTIONS/ TRADE MISSION LIAISON/ 

EE OPPORTUNITIES/MARKET RESEARCH 
DVISORY SERVI CES 




























FILL THIS COUPON AND MAIL TO P SONAL fie ' 
SERVICES, ARABLINKK, P.O. BOX 8422. DUBAI, UAE. 
TLX. 46880 LINK EM. TEL. 422355/ 532928. 


|. PLEASE SEND ME FURTHER INFORMATION HOW TO LINE UP. WITH ARABLINKK. 
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ADDRESS Lu nee 


















d "Are you seeking à prese Ice 
-partner or a contact office- — 
in Liechtenstein/Switzerland? 


| * Controlling Marketing/Establishing 
Networks 

* industrial Offshore Activities 

* Consulting/Agency Services — 

* Other Management Services. on 
request 


























J = cel dor German, Spanish, Arabic and j others) 


assignments incl. ‘unbiased review 
















































TO. ORDER, just ed Tuas AD pnd 
"d mailit with your name and address 
















"o c1 | ELKUCH IND-TECH conp. service and a cheque or money order. Or. 
T pd | 9487 Bendern/Liechtenstein : charge it to your credit card (American 
‘HOTEL NUMBER EIGHT Tel: 0757 1177. Telex 889119 ELKUFL Express, VISA, Access, Diners Club! by. 


enclosing card number, expiration date, 
and your signature. E 


























"à small luxu ees in London's ee 
Cj Basic French, Part A 12 cassettes (15 
West E SWISS HANDLING OF | hr): 194-page text. £99.50 tor $150 US). 
excellence in sieut & service INTERNATION AL The basic French Course consists ofa ÙJ Basic French, Part B. 18 cassettes (25 
Single bedroom £33 plus vat A AS di - sët of audio cassettes and accompanying — hr). QR ege text. £118.50 
Double or Twin £40 plus vat TRANSACTIONS text books: you simply follow the written ior $175 U 


and recorded instructions. With the FSl's 

unique learning method you set your All prices are inclusive. 

own pace — testing yourself, correcting For shipment outside Europe, 
errors, and reinforcing accurate respon- please include £10 for $15 USI 
ses. k is, we believe, the best course additional postage. 

available to teach you a comprehensive Many other FSI language courses also 
knowledge of French. available. Write to us for free catalogue. 


The FS!I's introductory Basic French 
comes in two parts. Part A provides an avd 


“sumptuous buffet breakfast * col- 

{ our tv, radio * direct dial telephone * 

hair dryers * tea/coftee/chocolate in 

bedroom * most rooms with private 
facilities 










































were sting EIGHT, DE BERIG SA 
„Empero r's Gate, 13 Avenue Td a introduction to the simpler forms of the 4 mid 
Kensington, udio-Forum, Suite 1092. 
pps SW? SHH Geneva, y pom language and a basic vocabulary. Part B 31 Kensington . 










introduces more complex structures and Church Street, 
additional vocabulary.. London WB 4LL. 
101) 937 1647. 


Tel: 47 59 
Telex: 421000 DEB CH 
You may order one or both cou fSes. 


COUNTERTRADE 


Experienced Consultants 


Barter — Offset — Buyback — Co-Production 
Joint Ventures — Switches — Triangulars 


Expertise in RISK Assessment/Ma nt 
Negotiations — Pricing — Financing 


Direct export countersales of CRUDE OIL, ORES, MINERALS, METALS, and all 
negotiated OUTTAKES 


Escrow Agreements — ird — Fonsi Funding 
Innovative Hedges — Currency Futures — Insurance 


We will guide/assist you to obtain, plan, supervise and monitor your entire compensa- 
tion arrangements, including: contracting and escrowing, trading and layoffs, shipping 
and chartering, and liquidations. Successful completions in North Africa, Middle East, 
Latin America, Eastern Europe. 


Box No 67, The Economist New: 
10 Rockefeller Plaza, New York NY 1 


Telephone 01-370 7516 


























Unconditional Guarantee — 
Try the course for three: weeks. if you 
are not convinced it fastest, 


easiest, most painless poco to learn 
French, return it and we will refund every 
penny you paid. 











CT.06437 
USA (203) 453 9794 
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THE EUROPEAN . 
INVESTMENT BANK 


invites entries for the 


1987 EIB PRIZE 


The EIB, the European Community's bank which finances in- 

vestment to stimulate economic productivity and further 

| | European integration, is to award 10 000 ECUS for a doctoral 
i -a fa 9 E dissertation on investment and financing. The deadline for 

| ECOU ofplegramme AH us UN LN submission i is 1 February 1987. 
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E Please send me detoils an your Investment Programme EC25/10- : The rules governing the 1987 EIB Prize have: been published 
: | | 4 in the Official Journal of the European - 
— y Y i Communities N° C 242 of 26 September 1986. 
LT D H intr mation d should b be avaitaDle a at the ieee ee ine. 
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AC TPUT, DEMAND. y IND J )BS / : rc 

-ofthis year: output rose by 0.6% (2. 4% at a annual | 

- of only 0.2% in the second quarter; but the. 12-month v growth e slowed to 2° 
. September, Britain's unemployment fell by the. largest amount for seven yea to 
-114.6% of the workforce. In the same month, Spain's unemployment rate rose to 
` 20.6%—the highest in the OECD, and Switzødand's (the lowest) remained at 0. 7%. 1 




















% change at annual rate 
4 mthst pra latest year ago 
+ 37 d— + 12 NUT 8.4 (9) 81. 
5 (5 13.0 8" 13.8 


3 T6 ¥ 22/112 
66) +72. + 67 









Value index dilated by CFI 


PRICES AND WAGES Jandan wholesale prices. fell in. September for the 12th 
. successive month to a level 11.8% lower than a year ago. In July, Dutch wholesale 
prices fell for the 16th successive month to give a 12-month drop of 7.6%. In 
_ September, the 12-month rate of consurner-price inflation fell to 4.1% in Canada and 
9 6% in Switzerland, but Britain's inflation rate started to climb again, to 3%. 





























TOCUS. INDUSTRIAL. "OUTPUT. "The ; 
pace .of industrial expansion has. 
. | slowed in the two biggest OECD econo- 

-| mies. In America, the 12-month in- 

FX creases in industrial production have 

-i slumped from 16% in early 1984 to 

j less ‘than 1% in September of this 

_ | year. Japan's industrial output actual- 

-| dy fell 3% in the year to August, 

- | compared with growth of 11% in 1984. 
European industry is still chugging ] 
along at a modest 2-3% growth a 
: yow. But ety al has | dip sen fl very ertéto. i 





1 United States 














has. caused many tin mines to cose 


industrial production 
% change on previous year 


DEX Tin prices on the. European 







T vea rose above £4,000 a tonne 


before the Tin Council ran out of- TK 
almost a year ago. The collapse i in 


particularly in Malaysia where output will. 
be only 29,000 tonnes this year—25% : 
down on 1984. Total production outside 

communist countries is likely to be only | 
130,000 tonnes, and stocks may fallby — 
33,000tonnes. Atcurrentlevelsofdemand . 
and output, excess stocks could vanish bd S 
the end of 1988 : 














1980-100 — Women — 
Oct 14 Oct 21 one one 
(provisional) month — year 
All items 75.9 76.5 —-02 + 63 
Food 80.0 80.8 -12 +31 
Industrial 
All 703 706 +05 +68 
Niat 78.5 79.6 £30 +118 
Metals 64.2 64.2 ~ 13 435 
All items 1228 — 1287 +06 +61. 
Food 1294 190.7 -03 429 
All 1136 — 1142 +13 466 
Niat 1269 1285 +39 +116 
Metals 103.8 103.8 ~ $64 01232 
SDR index | 
All items 810 81.8 -09 -68 
Food 85.4 86.4 - 19. — 97 
Industrials M 
All 75.0 75.5 ~ 02 - 64 
Nfat 83.7 85.0 £23 — 20 
Metals 68.5 68.7 ~ 20. —94 
$ per oz 429.50 425.25 ~ 18 4297 . 
Crude oil North Sea Brent Shu 


14.40 * 87 



































Papel have « an external 
han $250 billion by the - 
1986. More important than the. 
te size of à country's debt is the 
ri f debt to annual exports of 
| goods and services. By this measure, 
| the debt burden of the big Asian I ue ee alee O E LIE a | 
-| borrowers looks relatively modest. | 99^. 79897 Ime — TEX o AS E Um LLL LE LE 
| South Korea (the third largest debtor) 7 Aa € s : 
| has a ratio of 152% and Indonesia 
1 (the fifth largest) a ratio of 229%, while 
| the big three. Latin America debtors 
| (Brazil, Mexico and Argentina) all 
-|- have ratios of more than 300%— 


Argentina's is 45396. Poland beats | "mem wiegen ; 
them all with a debt-export ratio of MONEY AND INTEREST RATES In the year to September, broad and narrow 


a 466% measures of money went up much faster than prices in Britain, America and Wes 
| ' Germany; Britain's narrow measure grew fastest of all, by 23%. 


Money supply ^. Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on yearago . Money market — Commercial banks Bond yields Eurocurrency - 
Narrow — Broadt Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 

! (M1) lending 3months long-term 3months 
dues + 84 410.5 (8) 1635 1680 19.00 16.90 1380 1480 16.06 1425 

; 60 + 72(3) 625 740 955 — 705 787 986 750 na 
Canada + 58 + 61 (9) 850 8.45 975 845 960 1065. 850 1024 
Frances + 64 + 51 (6) 750 769 945 775° 8139 907 838 849 
W. Germany +10.1 + 91.9) .— se 4.60 7.00 4.19 6.40 6.15 4.56 5.83 


IYAPAPI Mr sec Nor Aa eh a ANT B d HY Aa Ainara pev remonte onde rH ni SSH NEMO THÉ MH NAA SAU 


POMA. t 89 + ae 338 700 , 538 6.22 6.57. 5.38 6.48 































Total external debt, 1986* $bn 
O20 40 60 






jS Korea 
Argentina 
indonesia 

] Egypt 

tT India 
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| Venezuela 
Debt as X of : 
— sr 771128 i081 1161 
ueris E USA. 419.4 + -F67 {9) 5.81 5.65 7.50 5.40 7.84 925... 6.06 7.81 
Other key rates in London 3-mth Treasury Bills 10.996, 7-day Interbank 10.696, clearing banks' pda 
Eurodoliar rates (Libor): 3 mths 6.1%. 6 mths 6.1%. g 
160 Ausiralia, Canada, Spain, Switzeri W. Germany, M3, Japan M2 + CDs, UK £MB. Definitions of intere 
S|. FMO areont Me arm Apen sack Sources. Bank of Bübao, Chase Hanh. hattan, Chase Econometrics, ‘de Commercs 
ben ga Nederlandse 1 Coa vernal iie Handelsbanken, ANZ bank, Credit Suisse F mt Pomon. Thes 
wEstimate 11985 | rates are indicative oniy and cannot be x sie ue aiea einen : 


em a Trade weighted currency units ers currency units B foreign MEN 
account . — exchange rate | $bn 


E atest yearago latest - 
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As oneofthe largest banks in the country, 
Burgan Bank is exceptionally well placed to 
help you if you have business interests in and 
out of Kuwait 

We not only have an unsurpassed amount 
of local knowledge and expertise at our 
fingertips, we have also gained a reputation as 
one of the most dynamic banks in Kuwait 
A bank's success after all, is often dependent 
on its ability to spot future business potential 

Theconsistent strong growth that Burgan 
Bank has shown, despite increasing 
competition, is proof of us having that ability 
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We are for example, involved in financing 
imports to the sophisticated Kuwaiti market 
We also support many major construction 
projects throughout the country. We finance a 
variety of projects ranging from petrochemical 
refineries to new pharmaceutical plants 

Chances are, we could help you too 

We offer a full range of financial services 
including trade and project financing, loans, 
funds management, foreign exchange and 
cash and non-cash facilities for contractors 

So, if you're looking towards Kuwait, just 
look up Burgan Bank 


3 (La 5 uÁ— -A — 
BURGAN BANK i: 


THE KUWAITI BANK THAT LOOKS TO THE FUTURE 
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115M 1s committed to providing the highest level of support 
to the engineering and scientific community. We're ready 
to help you reach your goals with advanced new technology 
and a rich variety of powerful applications. 

To put you ahead in performance at a modest cost, we 
offer the new RT PC family of personal workstations. 
our Powered by IBM's own 32- bit RISC-tec hnology micropro- 


CeSsor, the RT PC line represents the most advanced 


technical thinking in the industry about the amount of power a 






. ,ersonalised workstation can offer. 
yrofessionals | For the first time, many of the most highly-regarded 
will be seeing mainframe applications in the engineering and scientific 
fields can run on a full-featured stand-alone workstation. 
nore from us. This remarkable off-line power can help you get more done 


with less demand on your host computers 

The new RT PC runs an IBM-enhanced version of 
the popular UNIX* operating system, opening up a wide 
variety of standard and custom applications in the 
technical, engineering and scientific fields. In addition, an 
optional coprocessor makes the RT PC compatible with 
the IBM Personal Computer AT for an even greater range 
of outstanding productivity packages. 

To find out more about IBM's engineering and 
scientific solutions, fill out this coupon and mail it to us. 
We'll be happy to give your technical professionals a look 
at a new standard of performance and support. 


*UNIX is a trademark of Bell Laboratories Inc. IBM is a registered trademark of International Business Machines Corporation, 












| To learn more about E | 

| IBM Engineering/Scientific Workstations, | 

| clip this coupon and send it along | 

| with your business card to: 

| IRM Engineering/Scientific Systems Please attach your business card. | 

| IBM World Trade Asia Corporation | 

v Ii USA Dept ESI | 
Connaught Centre4lst floor | 

_ Hong Kong F 
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Engineering/ Scientific 
- Workstations 


THE GLENFIDDICH*GUIDE TO THE SEVEN DEADLY SINS. 
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RURAL AMERICA BECOMES EXURBIA 
YEN AGREED, TAXES FORGOTTEN 
RULES ON HOSTAGES 
SAVERS’ TRILLIONS 


A survey of investment management 
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Who knows what 
the future holds 
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British Aerospace's new Experimental Aircraft — EAP — is as 
revolutionary in the 1980s as the Spitfire was in the 1930s. 

Its design technology is at the frontiers of knowledge to achieve 
levels of aerodynamic agility and pilot control not previously 
considered possible. 

EAP will prove much of the technology for Europe's New Fighter 
Aircraft Programme —Eurofighter—which is soon to be built by 
British Aerospace and its partners for service in the mid 1990s. 

Some 800 Eurofighters are needed for the defence of Europe 
demanding a work commitment from British Aerospace well into the 
twenty-first century. 

Such a project will require experience, skill, and vision — the very 
qualities that helped British Aerospace create the world's most 
advanced range of military and civil aircraft, spacecraft and guided 
weapons systems. 

Spitfire and EAP might be generations apart but the pedigree is 
the same as is the foresight to provide for whatever tomorrow 
may hold. 


BRITISH AEROSPACE 


„-- LU Were 
we belong 


British Aerospace plc, 11 Strand, London. 





THE. 
OF TRADE FINANCE 





The ABC Group Trade Finance specialists have 
never been so strongly positioned to respond to 
today’s demanding trade finance requirements. 

Apart from detailed knowledge of the Middle 
East markets, ABC’s global network allows the most 
complicated international deals to be financed 
quickly and effectively. ABC can arrange short and 
medium term, fixed or floating rate finance 
denominated in any major currency, together with 
currency and interest rate swaps. This innovative 
competitive service is available throughout the 
Group's subsidiaries and affiliates. 

Our expertise has meant efficient funding for 
a growing number of companies — why not profit 
from our success? 





Arab Banking Corporation 
The bank with performance and potential. 


Head Office: RO. Box 5698, Manama, Bahrain. Tel: 232235. Tix: 9432 ABC. Telefax: 274674. 


Branches: London: Milan: New York: Paris: Sin : 
Tel: 01-726 4599 (02) 801-131 (212) 850-0600 40.70.01.01 224-2977 
Tix: 893748 ABC 322240 ABC 661978 ABC 648343 ABC F RS 28989 ABC 


Other ABC Group Offices in Bahrain, Barcelona, Frankfurt, Grand Cayman, Hong Kong, Houston, London, Madrid, 
Monte Carlo, Rome, Singapore and Tokyo. 
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Reagan's reverse 


Not quite a lame duck, page 
15. Anatomy of the election, 
pages 33-41. Books on 
American politics, page 95. 


Exurbia 


As America's farms fall, rural 


yuppiedom rises, pages 45-47. 
— — I —— Tu Pa A ARCET 


Election ahoy 

Mrs Thatcher prepares, page 
57. Labour's cleaner image in 
Knowsley, page 58. Kinnock's 


unintellectual book, page 93. 
eem ERA eee SS eS CAL. EOD 


Yen against the dollar 





Yen diplomacy 


The Baker-Miyazawa muddle, 
page 16. Japan grows slowly, 
page 68, but buys more from 
Europe, same page. Tokyo 
over-regulates bonds, page 
79, but lets in securities 
dealers, page 80. Ambitious 
Nomura, page 79. America's 
trade deficit, page 41. 


Old men triumph 

Deng gets his way with China's 
army, page 25, and turns arms 
salesman, page 26. The 
Queenslander who fooled them 
all, page 31. Yasu's last 
hurrah, maybe, page 30. The 
world's ousted rulers, not 
triumphant but mostly rich, 
page 29. 


American insurers 
Schools Brief on a market that 


has gone wrong, pages 82-83. 
ee UTI OTT pO ee o ic 


Computers 
Lack imagination, page 85. 


Disappoint the City, page 20. 
a m gem WP o A ee 
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Savers' trillions 


A 16-page survey of the 
booming industry of global 
investment management, after 
page 56. 


British buys 

Recovery in gilts, page 81. 
After Buzby, Sid, page 80. All 
those new shareholders, page 
60. Privatise power stations, 
page 18. 


Power play 


Saudis join OPEC hawks, page 
66. But can't balance their 
budget, same page. King 
Fahd, page 31. 





The hostage rule 


Brutal though it sounds, never 
pay ransom unless there's a 
huge bonus, page 17 


Beware Eurobull 


Will Europe be ravished by 
Brussels?, page 49. 





A private peace 


West Germany's opposition 
goes fishing in the wrong 
place, page 19, its government 
in the right one, page 51 
German businesses invade 
America, page 65. Foreign 
banks invade Frankfurt, 

page 77. 
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Falklands’ fish 
Britain is right to conserve 
them, but wrong not to talk to 
Argentina about the bigger 
issue, page 18. 


Bloodsuckers return 
Why leeches are back in 


doctors’ good books, page 86 
--— ee ee ee 


Brahmin bomber 
Rajiv Gandhi tosses a grenade 


at Indian socialism, page 32. 
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World politics and current affairs 


Reagan's lost shirts 

Yen fixed, taxes forgotten 

The hostages’ price 

Private power for British electricity? 

Go fishing for a Falklands solution 

Germany: There's no private peace 

Debugging the City of London 

International: The road from Yenan for China's army; 
Chinese arms sales; Philippines; Deposed rulers; Japan; 
South Korea; King Fahd; Australia; India 

American Survey: Swings, sweeps and the triumph of 
localism; House of Representatives; Governors; Proposi- 
tions; Trade; 8-1 bombers; AIDS 

Rural America: On the trail of the white-collar settlers 
Europe: Don't take Europa to Brussels, they cry; Denmark; 
East-West talks; Food in Moscow; West Germany and 
Russia; Poland; Albania; Ireland; Basle 

Investment management: On the move. A survey 
Britain: My government is getting out the ballot boxes; 
Criminal justice; Knowsley by-election; Community care; 
Privatisation; cai; Rented housing; BBC; Poppy Day 





Business, finance and science 


63 Business this week 


65 


77 


82 
85 


107 


World Business: Only America is big enough for West 
German giants; Oil; Saudi budget; Northrop; Japanese 
economy; Europe-Japan trade; Du Pont; European tele- 
communications; Management consultants; British maga- 
zines; New Zealand businessmen; French mushrooms; 
Anglo-Dutch airlines; Stolport 

Finance: Why German bankers forget their manners; 
Frankfurt; American primary dealers; Japanese bonds; 
Nomura; Tokyo securities licences; British Gas; British gilts 
Schools Brief: America's market for insurance 

Science and technology: Why 1101001100111010 
doesn't say it all; Medicine; Navigation; London buses 
Economic and financial indicators: Output, prices, jobs, 
commodities, bourses, money supply, interest rates; plus a 
closer look at car ownership and financial balances 


93 
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Books, arts and letters 


Books and arts: Duarte—trying to stop things falling 
apart; Neil Kinnock; Parliament; American politics; Japa- 
nese magazines; Vaclav Havel; Jacqueline Picasso 
Letters 
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Your observation (October 







ef apanese has exceeded that of 
e Americans is undoubtedly 
ie. However, your conclusion 
at "such changes are healthy" 
st. certainly not. 

öring factors such as the 
ality of life, the Japanese 
































































he extreme. Can one describe as 
“healthy” short-term economic 
ains that may well result in their 
undoing, namely through 
he adoption of worldwide. pro- 
ectionist measures? 


Oslo 





R NORLAND 


-SIR--You state that individual 
and national trauma combined to 
-create an economic “miracle” in 
srael by making oranges bloom 
n the desert. This can be ex- 
plained more easily by knowing, 
first, that the "desert" in ques- 
Jon was acquired absolutely free 
how does that compute in return 
on investment?) and, second, 
hat the oranges had been culti- 
ated long before the creation of 
the state of Israel in, among other 
‘places, Jaffa (an extremely fertile 
nd green "desert"). The Jaffa 
ranges were grown by families 
uch as mine that suddenly found 
hemselves stripped of everything 
hey had overnight. But, as the 
aying goes, le malheur des uns 
ait le bonheur des autres . 


London. Rasa CHARLES BEROUTI 


IR—What on earth convinces 
ou that Switzerland and Sweden 
re the dullest of European coun- 
ries? You should be prepared for 


—f the education secretary 
O coax Britain's compre- 
schools into "adopting 
er standards and a more rele- 
curriculum (October 18th),” 
'n he might get quicker results, 
re widely applied, if he used a 
ture already available—the 

aided ^ secondary 
These are already 
wit majo ities of gov- 






















that the average income of. 


chievement" has been costly in - 


al. able: energy "resc arces" 
id se 


established in the most deprived m 


areas of the inner city, and main- 


tain not only an ethos of excel- 
lence but a commitment to com- 
munity and general educational 
purpose which might ameliorate 


'some of the divisiveness implicit 


in the present unhoned propos- 
als. If these schools can become 
vehicles for injections of private 
money into the maintained sys- 





tem, splendid. 
London MARTIN LUDLOW 
Ibero-America 


SIR—It is wrong to generalise 
when you refer to the history of 
Spain and its former colonies in 
Ibero- America (October 11th). 
Social and racial inequalities in 
Ibero-America—if . any—have 
nothing to do with Spain's colo- 
nial legacy, neither had Spanish 
colonisation in its overall term a 
destructive side. 

My country, Argentina, had 
always close links to Spain and 
our political and economic sup- 
port to Catholic Spain during its 
civil war against the communists 
is well documented. Hispanidad 
is not a new concept nor an 
empty slogan for Argentina and 
Spain. The link always existed, it 
simply became more effective 
since both countries returned to 
democracy. 

We do not see Spain as a gate 
to the EEC. We are aware that 
this gate and others are closed at 
present. They will open only once 
West Germany and other coun- 
tries admit that we are all part of 
a world economy and that Ibero- 
America needs access to new 


markets to stimulate its economy 


and honour its debts. 
Singapore 





Waste not 


SiR—You and most other com- 
mentators regularly refer to Mr 
Gorbachev's need for arms-con- 
trol agreements. for the sake of 
his economic reforms at home, so 
that he should not “have to divert 
more resources to the defence 
budget" (October 18th). I think 
this formulation may want care- 
ful looking at. 

Energy experts used to demon- 
strate, when oil was dear, that in 
their field one of the best avail- 


MARIO J. MEDJERAL l 
- is quite a different matter to infer 












and pe js ie shodd: 
| pue managed W 


expensive - river reversal pro 
gramme had been going to | 
vide could.as well be secured 
the avoidance of waste. 

Throughout the Soviet ec 
my, there is this same : 
amount of slack to be taken 
through the. 


ment in. Mr Gorbachev’s pre 
gramme. - 


London. 





Long Big 

SIR—Would you refer the sceptic 
who wrote your article, which 
doubts. the practice of cannibal- 
ism (October 25th), to F. Spencer 
Chapman, “The Jungle is Neu- 
tral" (Chatto. & Windus 1949), 
page 231? Left behind in Malaya, 
he found: himself in December 
1943 eating some meat “less rank 
than. monkey though not so. good 
as jungle pig", which he was told 
was the meat of a Japanese from 
the occupying army; he thought it 
possible that his leg was being 
pulled, but had evidence also that 
the hearts and livers of dead 
Japanese. were eaten by those 
hiding in the jungle. 


London M. R. D. Foot 


SIR—1 think that you will find 
that the vast majority of archae- 
ologists—"sceptics" as you call 
them—are not “silenced” by the 
evidence from Fontbrégoua cave. 
Even if these bones did prove the 
butchering of human skeletons it 


that humans were killed and eat- 
en for subsistence purposes. Per- 
haps it would be enlightening to 
remember that by 8,000 years ago 
burials: had been. pracised. for 
about 30,000. years. 
term “Neolithic hunter” is a con- 
tradiction in: terms—the Neolith- 
ic people - were agriculturalists 
who were not yet present in Eu- 
rope 8,000 years ago. Assuming 
that the “hunters” referred to 
were Mesolithic, meat formed 











only a small proportion of their m 
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ibalistic idiots” 


improvement of their treatment of Russian pris É 


management and the avoidance 
of waste. Here is the central ele- 


ELIZABETH Yoke 


West Germany 


sible” 


z h seepage c -cu 















oners by saying that Russia had 
not then signed the convention". 


-Is there also a Russian excuse for | 
- their. treatment of German. pris- 
oners during and after that war? ae 


Meckenheim, A 
BERNHARD Mez z 





Better buying 


SIR—After 40 years with the Brit- 
ish motor industry, I heartily en. 
dorse the views expressed i in your 
article about companies’ buying — 
policies (October 18th). Many. 
real cost savings can be made, but. 
only when top management 
changes its philosophy towards: 
the buying function. : 
Usually the buyer is given vm 
(quite correctly) a target for cost. - 
savings. Although achieved on 
paper, such "savings" are often 
nullified by late deliveries, poor 
quality and resultant higher in- 
ventories. The Japanese have 
demonstrated that a supplier 
should be treated as a member of 
family, and not as a competitor to 
the manufacturer. 
Sainte Alvere, 


France Denys E. NEWM ANN 2i 





Marvellous markets 3 
SiR—You note (October 11th) : 


that Professor Frank Hahn and ^. 
other economists have demol- j 
ished arguments purporting to ` 
prove the optimality of free mar- 


kets. As you explain, optimality ^. 
can be proven only by assuming, 
among other things, “the impos- 


an infinity of present and future 
goods for which no markets exist. 

The highly abstract work of 
Hahn and others is of great prac- 
tical importance. It exposes the 
iptellectial nct of free- 














—that prices be quoted for 


Coopers & Lybrand Associates seeks top quality 
consultants to work on assignments for UK and European. 
clients in the public and private sectors, third world. 
governments, parastatals and commercial enterprises. 


You will be aged up to 35, havea degree or a 
professional qualification and, possibly, an MBA. French or 
other foreign languages would be an advantage. Functional 
skills may have been acquired in the energy, water or _ 
transport sectors and are likely to include at least one of. 
the following: 


e personnel management 

€ training and development 

€ corporate planning 

€ policy formulation. 

Your track record must prove that you have produced | 
practical, innovative solutions to complex and often. 


unstructured management problems. The ability to com- 
; open ate € denn both i in iow dua and a face oe ao a 












ing. the heavenly prope 












er- than 
ht is the key word. The truth 


freer, but necessarily still 


aking power is a far from con- 






tail a better meal. 

I would be happier if The 
Economist took less of a “funda- 
mentalist Christian" view of the 
free market. Where proof is un- 
4 vailable, the most rational 
. Stance is surely sympathetic scep- 
_ ticism. I would have more faith in 
| your paper if your leaders. ex- 
_ pressed. more doubt and less 
_ certainty. 


- London MICHAEL PROWSE 





. Peter Parker 

_ SIR —Your review of Sir Ian Mac- 
Gregors book (October 4th) 
. quoted me on the point that most 
_ chairmen of public-sector compa- 
. nies. have their moments with 
_ their ministers: I said that I knew 
. my Secretary of State was behind 
. me, but just how far behind me 
- was another question. Fair 
. enough. During the rail dispute 
- of 1982 there were some mo- 
- ments between Mr David Howell 
- and myself, but there were never 
_ quarrels to interrupt our argu- 


. ments. Mr Howell proved 
staunch through those six 


months. 
_ The independence of the Brit- 
h Railways Board was crucial to 
he credibility of its argument for 
hange and to its authority when 
le strike was broken. 

-Most chairmen do not feel very 
comfortable with politics too 
se behind them—there is such 
ing as too close. 

| don 








PETER PARKER 





























x allowances 
-You suggest (October 11th) 
Britain should follow Presi- 
ent Reagan in recognising that 
allowances are rarely an effi- 
it way for the public sector to 
ieve a given aim". You are 
sing the point. The two allow- 
ices you mention, mortgage in- 
rest and private pensions, will 
be available in the United 
ites in watered down versions 
ter the tax reforms. Indeed re- 





eal-world markets, although. $ 


erfect markets, might still be Ar l 
‘the alternatives. “compared to Britain, nantly. 
matic cut in personal tax rates have ne 
at nobody knows: there is no which has the autom tic effect of 
orous means of judging wheth- ; : 
dne 
mplete, markets would: “raise” 
"fare. The fact that markets. 


read information and decision- _ 


all tax deducti 


lusive argument. More cooks in 


e. kitchen do not necessarily - SIR—As a 





í erest will con- “no mez 










substantially 1 


Gravesend, 
Ke ent 








Black magistrates 


11th), I must correct the implica- 
tion in your report that blacks' 
distrust of the magistracy is only 
because there are few Afro-Ca- 


ribbean or Asian JPs (the figure 
of 192 that you report as the 


estimated number of black JPs is 
in fact the number actually identi- 


is the dra- nantly. 





Peters. Symes milter i : 
| applicants fo he ‘magistracy be- i 
cause they are es 
os gress-roo 
co-author of the. study i af 
on black magistrates that you cite 
(“Blacks and the law”, October 





no contact. with 




















es s confidence a the li w sight 


not be significantly increased. 
Oxford. veo Coun May 


SDI 


SIR—The deal stumbling-blbck 





tiative presents to a nuclear peace 





Bag snatchers 


SIR—May I share in the indigna- 
tion of your deputy editor (Octo- 
ber 25th)? My wife was pushed to 
the ground and her handbag was 
similarly snatched in the. market 
town of Agropoli in Southern 
Italy in September. The Urbana 
police drove us, money-less and 


passport-less, to our holiday resi- - 
dence in Santa Maria di Castella- 


bate. But the local Carabinieri 


reacted as did your deputy edi- 


tor’s in Rome. | 
First, they wanted us to travel 
back 20 miles to the scene of the 


attack to report it there. "Second, 
they spent an hour taking down 


details of our journey to Agropoli 
(what time was the bus? did you 
get a single or return ticket? how 
much did you pay for the tick- 
et?), but not one question was 
asked of the assault itself; where 


it happened or for a description - 


of the man. When my wife said 
that she had cracke« 
the ground, the. 

"Crime is. everyw etr 
they wanted tokni 











E 


on internation E 


gings take place in Italy (my wife 
had her handbag snatched in the 
Haymarket previously), but. why 
the Carabinieri. behave as they 
do. I have a special reason for my 
request: my wife is escorting a 40- 
strong group from a London the- 
atre to Italy next week, 


W. M. CLARKE 


SIR— The experience of your dep- 
uty editor's wife.is a common 
one. So too, is the treatment they 
received from the police because 










they were. foreigners”, For 
those whi a jured in these 
attacks, ma ority of. EEC 
countries offer no crimin 





ries compensatioi | Schi 
as Britain’s: = 5o 
I am compiling Fu "t of 


| “foreigners” who feel that they 


have been dis Sees feline ea 













ur courtesy, t to your 
d 









pick ive and dale. CY 
school here, and 
al jobs. Some ad- M 


spin-offs. for Aena pou : 
| of the future. Reagan, contrary 
n to what he'll tell you, is trying to 
| beatt | 
| game- 
government. It remains to be- 
-seen whether he will. ‘bankrupt P 
the American economy in: the: 
- process. 

E Washington, 
“DC: 


which the Strategic Defence Ini- 


ual (“If . 


| Glut characterises the world wheat 


-| markets are identified but total world ` 
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= | The Economist Publications id 
4 Marketing Dese EP. 
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soviet Union at its own - 
'conomic planning | by. 









GREGG M. FORMELLA — 





India and Rajiv 


.. SIR—In spite of traumatic succes- 


sion choices in 1966, 1977, 1980 - 
and 1984, democracy has sur- 
vived in India. 1 am very sur- 


prised that a knowledgable and. 
perceptive paper of your standing 
visualises stability and democracy 


in India as resting on one individ- 
/,", October lth)? | 
Democracy is secure in India 
because of inherent Hindu plu- 
rality, notwithstanding the pre- - 
sent terrorism and. turmoil by - 
some factions and offshoots like. 
Sikhs, Mr Rajiv- Gandhi is a very 
important person, like his mother 


and grandfather, but is not- 
indispensable. | 
Bombay 

India L. N. GODBOLE 




















The Economi ist 


3f JT) Te Eeonomis eM Intelligence Unit | - 


. The latest Special Report No.1070 


ADAPTING TO OVERSUPPLY 






















| market. How and when can adjustment be 
| achieved? This report analyses regional 

| prospects for wheat consumption. 
| production and trade to 1991. Growth 





















imports are forecast to decline. Prospects ^ 
for.all major exporters are evaluated 
| against this background, and likely policy į 
responses and their impact on prices are 
assessed. 


| Price including postage: UK and Europe £95: 
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BINE. 

With particular skills in the design and devel- 
opment of investment management and related 
financial products for large personal accounts, 
for a highly profitable and rapidly growing busi- 
In addition, this individual will be positioning 
the organization to capitalize on the coming 
deregulation of the financial services industry in 


Bring impeccable interpersonal and communi- 
cation skills, large system savoir faire and rele- 
vant international product expertise to this criti- 
cal interface position. | | 

This blue chip organization offers a substantial 
base salary and incentive, and a package of 
To be considered in complete confidence, please 
call or write, referring to Assignment 9046B. 









APPLICATIONS: 


| experte 
| Ae telephone numbers, mi 
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AIRWAYS CORPORATION 
OF NEW ZEALAND 


CHIEF 
EXECUTIVE 


As part of the Government's programme to convert 
priate public sector services to independent and 





fully accountable enterprises, the commercial sector of 


the Civil Aviation Division of the Ministry of Transport 
will become the Airways Corporation, with full effect 
from 1 April 1987. The overall objective will be to 
provide internationally accepted standards of air traffic 
control and services, at an appropriate level of 
profitability. With turnover approaching $100 million, 
and a proposed major 10-year capital investment : 
programme, this position offers a range of exciting and 
iallenging tasks, including the opment of an 
appropriate structure, the identification and 
implementation of new technology, and an innovative . 
pricing policy, which recognises and meets user needs . 
and expectations. The Head Office and Regional staff 
number in excess of 1000, and include a diverse range 
of skills and disciplines, includihg air traffic services, 
engineering, planning, telecommunications, and ground: 
services. The C.E.Q. will report to a high calibre Board - 
ot Directors, and will have total responsibility for the 
successful launch of the Corporation and its ongoing 


success. Potential candidates could come from senior | 5 Us 


management positions in companies or organisations 
involved in high technology products, airlines, 
transport, utilities, services etc. 


REQUIREMENTS: 


_* Top level leadership attributes with highly developed 


business acumen. 


*A thorough understanding of an experience in genera B E 


management and strategic planning. 
^ A sensitivity to and tolerance for the public and 
litical pressures which will tend to bear upon 
usiness judgments in a high profile service industry, 
* An ability to lead and motivate technical and - 
specialist people and engender pride, professionalism .. 
and loyalt hroughout an organisation. | 
* The capacity to direct the planning, evaluation, 
funding and implementation of complex systems and 
projects embracing highly developed technologies. 
* A high quality of thinking backed by appropriate 
tertiary education. . 


_* An internationally competitive remuneration package 4.4 
| | te. T 


will be negotiated with the successful candi 





aply in writing stating age, - 
ver relevant information _ 


Strictly confidential. Please app 
ntioning Position JB 2614 


xperience, qualifications, ot 





| . JOHN BROMLEY 
MANAGEMENT RESOURCES LIMITED 
P.O. BOX 11-237, TELEPHONE: 731-488 
| WELLINGTON, NEW ZEALAND. — 
ms A Associate of Coopers & Lybrand — g 
























: Regional Offices in Benin, Enugu, Jos and Kaduna: 

































qupd offices of FACU: 


- |, REGIONAL HEAD 


> For the overall planning, and administration of the activities of FACU’ egi 
office and for leading a team of senior professional staff for providing cost-effective 
.. technical assistance to all ADPs in the region. A University degree preferably in 
- Agriculture, with proven administrative and management skills; preferably gained 
on agricultural or rural development projects in the tropics overa period of at in 
ccr years. 


- 1, SENIOR RURAL INFRASTRUCTURE CO-ORDINATOR 


- For providing guidance to the ADPs on the planning and execution of rural 
infrastructural activities such as feeder roads, boreholes, dams arid farm service 
.. centres and for supervising the work of rural infrastructural co-ordinators at FACU 
- Regional Offices. 

: A professional Engineer. At least 12 years experience in planning and implementa 
| tion of rural infrastructure programme in the tropics. 


od. SENIOR AGRICULTURAL RESEARCH AND EXTENSION CO-ORDINATOR | 

-= Foroverall supervision, guidance and organisation of agricultural extension andon- 
.. farm adaptive research activities of the ADPs, establishing strong linkages between 
Extension and Research systems and for providing support to the ADPs on the 
_ Introduction of improved farm practices. 

- Postgraduate qualification in agriculture. At least 12 years relevant experience. in 
PE agricultural research and extension activities. ; 


4, SENIOR AGRICULTURAL PLANNING CO-ORDINATOR 
-planning integrated agricultural development, supervising th 
raisal studies for the ADPs, assisting with the start-up of the new 
ri the work of Agricultural Planning Co-ordinators at F 
ices | 















iir ap expetience in nenne: ae ea 
Ih degree of proficiency in the use of quantitative technique: ic 
cro level planting for the kii sector is an essential requirement: 






ie proper financial on S a ad mon prov deu support 


The Federal Agricultural P ae Unit ( FACU) oft die Federal D boi “0 
co-ordinates and provide Agricultural. 1 
evelopment Projects (ADPs) in Nigeria. Experienced, wane af are required ta fi j il the aa Following senior key nne at the = adquarters and | 





E to ADPs in respect of NERIS, auditing E efficient. fend 





ical support. to. de World: Bank Mb asad Ane 





professional qualification À minimum adi five years post- j-qualification € experience i in P 


Senior Financial Management position preferably in an agro-based industry, of- ES 
which at least three years must be as the head of -a large public or private | 


corporation. Experience in computer based accounting system is desirable, 


6. COMMERCIAL SERVICES CO-ORDINATOR 


For providing guidance to the ADPs on the operation of input supply services (seeds 
and agro chemicals), marketing and rural credit facilities and assistance with the 
formation of co-operatives. 

A degree in agricultural economics, marketing or: equivalent sith eight years 
relevant experience in planning and management of commercial services preterably 
in agricultural projects in developing countries. = 


7. AGRICULTURAL PLANNING CO-ORDINATOR - 


For organising collection of agricultural planning data; preparation of aribiaisal 
studies, assisting with the start-up of new ADPs, and conducting planning studies 
to determine sectoral priorities. 

A postgraduate degree in agricultural economics with at least eight years relevant 
experience in agricultural planning preferably at project level. Adequate experi- 
ence in the use of computer for agricultural planning i is essential. 


‘8 AGRICULTURAL EXTENSION CO-ORDINATOR 


‘For providing guidance to the ADPs in planning, implementation ; and. monitoring 
of extension activities and for establishing effective éxtension-research linkages. | 
A postgraduate degree in agriculture preferably in agricultural extension with eight | 
‘years’ working experience in agricultural. extension in, a developing. sony” 
preferably ir ye Trai 2 


9. AGRI UD dob ae. 
For providing technical support to ADPs on improved crop P farthing, earns 
. on-farm. adap 

linkages: | 
A postgraduat quilification | in eile pelea agronomy, with at least sigh 









T, ining and Visit (T & V) system. ofi extension 


TURAL RESEARCH CO-ORDINATOR 





` research and for establishing effective. research-extension 





years of televant tpirience in agricultural teach. ` 
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We have been retained b: ‘the Royal. Society! for. ‘the 
Prevention of Cruelty to Animals, whose Headquarters are in 
Horsham, Sussex, to assist them in finding a successor to 
their present Secretary General and Director of European 
Liaison for the European Council of Animal Welfare. 

The ideal candidate. profile. for. this important position 
includes the following requirements: 


* Political awareness, particularly in à European Community 
context, in view of the lobbying content of the role. 

* A bias towards PR and Communications, 

* Fluency in at least one European language in addition to 

— English. 

* Nationality of a state in membership. of the European 
Communities, 

* Willingness to reside near Brussels, London or Horsham 
and to undertake considerable travel. | ; 

* Concern for animal welfare. 


It is unlikely that those aged under 40 will have the right 
gravitas for such à European role and it may well appeal to 
second-eareer candidates. 


An attractive remuneration. package will. be Begotláted 
according to the chosen candidates location, and. other 
benefits will include car and contributory pension. schemes 
and life assurance cover. 


Please write with full career details quoting reference 4166 
to AGN. Burden: 60 


INBUCON MANAGEMENT CONSULTANTS LTD, . 
Executive Search and Selection; 

Knightsbridge House, 197 Knightsbridge, 
London SW7 1RN 
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Royal Opera House 


GENERAL DIRECTOR. 

The Board of Directors of the Royal Opera House, 
Covent Garden, is considering the choice of a successor 
to Sir John Tooley, who is due to retire in July 1989 as 
General Director, and invites applications for this post. 

The General Director is the Chief Executive of the 
Royal Opera House. He is responsible to the Board of - 

Directors for the co-ordination of artistic policy and the 
general management of the Theatre and the three 


companies associated with it, The Royal Opera, The Royal 
Ballet and Sadlers Wells Royal Ballet. E 


Remuneration and conditions ofs service will be by 
arrangement. | : | | 


Applications should be MN by curriculum 
vitae and the names of three persons to whom the Board 
may refer. T pen should be marked in strict confidence , 

ve not later man December 15th to the 







































arden Limited, 


 *Atop level executive remuneration. 





AIRWAYS CORPORATION 
OF NEW ZEALAND 


FINANCE 
DIRECTOR 


The new AIRWAYS CORPORATION becomes operational 
from 1 April 1987. it inco es ail commercial sectors 
of the Civil Aviation Division of the Ministry of Transport. 
The Corporation will be responsible for providing an 
excellence of service recognising international 
requirements and standards and identified customer 
needs. it will be required to perform to normal commercial 
principles, and measureable objectives including 
profitability and return on funds employed. the successful 
candidate will have the exciting and challenging role of 
identifying, developing, and implementing appropriate 
financial systems, procedures, and reporting services 
appropriate for a commercial entity rather than a 
Government Department, 


To achieve the desired per rformance, a number of 
important changes will be required, including the 
development and Ad installation of a new totally integrated 
EDP accounting syster; the establishment of a treasury 
function; the education and motivation of staff; and the 
identification and implementation of an appropriate 
organisation structure. 


<: The Corporation is plannin a malor 10-year capital 


investment programme which will require a close 
involvement in substantial funding. 


REQUIREMENTS: 


* Proven senior finance management experience in an 
organisation providing a mix of excellent service and 
sound financial performance. 

* A highly performance orlented "self starter" who is 
attracted by a challenge and the opportunity to shape a 
new company... 

“A A thorough understanding of all aspects of financial and 

management accounting and the treasury function. 

* Highly developed thinking abilities and numeracy, with 
the innovativeness to assist in the development of 
pricing policies and appropriate systems and reporting 

procedures. 


^ A h leader who is able to relate well to people, and o 
encourage and diet a successful and fully accountable M - 


team operating professional environment. 


|. * Appropriate. ititay Qualifications. 


REWARDS: 





negotiated with the successful ar 


: APPLICATIONS: 


Strict! confidential. Pisis apply in writing stati = 
xpe dicii ‘qualifications, s apiy in wrting su ng age and " 





B telephone numbers, mentioning Position JB 2623 to: 


. JOHN BROMLEY 
MANAGEMENT RESOURCES LIMITED 
P.O. BOX 11-237, TELEPHONE: 731-488 

WELLINGTON, NEW ZEALAND. o 
An Associate of Coopers & Lybrand p i 















- tems in the NHS. 


The TM manages in excess of $5 
billion in International bonds and is growing 
rapidly in Zurich, London and New York. | 

The Candidate - who will be based in 
London but should be prepared to travel 
widely - will have a major role in determin- 
ing investment policy and will be expected 
to build the department. and develop «à 
research product. 

Salary is negotiable in line with the 
importance of the post. Please contact Simon 
Hard, Bank Julius Baer, Bevis Marks House, . 
Bevis Marks. London EC3A 7 NE. 


IB-B 
- BANK JULIUS BAER - 


~~ THE CHARTERED INSTITUTE OF PUBLIC FINANCE AND ACCOUNTANCY 


HEAD OF FINANCE — — 
-. AND MANAGEMENT INFORMATION 


(FREEMAN GROUP OF HOSPITALS, NEWCASTLE UPON TYNE) 
Circa £24,000 plus car and benefits | 


: - A unique opportunity has arisen to lead within this large teachin: 
: hospital Unit a jointly sponsored pct between the NH 
.. Management Board and the Newcastle Health Authority. 


_ The Freeman Hospital is one of six sites selected to progress new 
- initiatives involvin meane management and information sys- 


‘Management Team.and accountable to the Unit General Manag- 


er for commitments encompassing key tasks inherent in the | | 
project as well as the provision of advice relating to the deploy- {| |. 
ient of resource and the strengthening and refinement of existing "EEE > A 
E « ||] Complet proficiency | in English (French or Spanish an . 


stems and practice. 


he post offers excellent experience to enhance ares au (Y ! P2 
ies in the field of NHS finance, information techno ogy o or OEE 


eneral management. 


pplications are invited from suitably numerate profes 
levant health care, consultancy or academic backgro 


he. appointment will be made through CIPFA. on 1 
conditions subject to personal negotiation. — . = 


ob package available from: Unit Personnel Officer, Freeman | d 
Hospital, High Heaton, Newcastle upon Tyne NE TON. Tel: 


Tyneside (091) 2643111 Ext. 3108. 


For an informal chat. about. the post do no 
telephone either Ler nn ' wici i: , Unit | Genen 
yneside (091) 284311 
ynesid (091) 


he post holder will actively participate in the 
operational environment of the Unit being a member of the Unit f 


: E eek a US. citizen to provide. 


and experienced senior economist. fora two-year COE 
ervices would begin. in January 1987 and candi- | 
st be a US citizen. Minimum. qualifications area | 


i | tary, fiscal a and trade policy, five years ex erience in sub- 
‘Saharan Africa as an economist and an FSI rating of three 
plus (full fluency) in both speaking and reading French. 


The economist will be directly supervised by USAID/Chad 


but will be expected to also maintain an office in a 


Government of Chad building where he will serve as an 
advisor to the Inter-Ministerial Council and the Ministries 
of Planning and Finance. Candidate must be able to 


converse with Ministers and other Government officials on 


an equal basis and be able to present policy options ina 
manner in which they will be seriously considered. Candi- 


date will also be expected to make required economic 


analyses and projections directly for USAID/Chad as- 
related to its. strategy statement, project development, 
evaluation and other areas as directed. Previous relevant 
experience with AID, IMF or IBRD preferable. Salary will 
be commensurate with experience. and past earnings 
history. USAID/Chad will furnish office space, equipment, 
housing, utilities, furniture, travel to and from Chad and ir in- 
country transportation. 


Interested individuals should submit applications to | 


the Executive Office, N'DJamena, Department of 
mero DC 20523, no later than December 
1 


GATT GENEVA 
DEPUTY LIBRARIAN 


DESIRABLE QUALIFICATIONS: 


a Post graduate qualifications in librarianship 
|. Experience in an economic library 


Knowledge of new documentation: techniques 


Familiarity with computer techniques 


and. other endum are on current: United. 
es, appointment level i in relation to quei 


a catio and experience. 


k form and applications to: 


_ Chief of Personnel 

-JCITO/GATT 
154 Rue de Lausanne | 

H-121 1 Geneva 271. 


iter than 3 27 November’ 986. 
























DU 7 ON ia c financial world. It has 

instanth ' accessible. Comprehensive. Ready for immediata Ajeb ei 

and never less than definitive. | CE LU. 
Providing information to this standard is one of our goals at The Morgan 
Bank. Not only in Economics Research, but in every facet of the 
complex international business in which we are regarded as a leader. 

|. Ourstandards are high and the pace is demanding. But none of our 

people would have it any other way. s 

The economist who joins this team will have a responsible role of the 
utmost importance. Performing the critical task of analysing European 
financial markets, often to tight deadlines. Helping our sales and 
trading teams make the best-informed decisions. Providing them with 
perspective. Using advanced writing skills to produce clear, concise 

reports. : | i 

No ordinary individual will match the profile of thehighachieverwe — | 

seek. You have a good Honours Degree in Economics, and preferablya — 

post-graduate degree as well. You possess a good working knowledgeof 

at least t two ir qe ie lal IET French ees real You are 


































The ME of bathe e, m ll that To expect ; rom a fetotclane 
org anisation like ours 





g E mb idy. ind on contributory 
! indlifeinsuranceschemes. = 
If: you a are certain t yat your abilities match our requirements, 
| Be nd) our i4 i 





















Pacific Dunlop products are 
market leaders in Australia 
and in many parts of the 
world. Continued strong 
growth in the year ended 
30 June 1986 saw Pacific 
Dunlop achieve four notable 
*firsts" 


@ Sales passed the A$2 billion mark, 
reaching A$2.4 billion (£1.1 billion). 
This is an increase of 29.895. 


@ Profit after tax and interest passed 
the A$100 million mark, reaching 
A$110.5 million (£48.5m). This is 
an increase of 33.6%. 


B international sales passed the half 
billion mark, reaching A$544 mil- 
lion (£238.8m). This is an increase 
of 74%, 





WM Market capitalisation Saed the 


A$1 billion mark, reaching A$1294 


million (£568m) at 30 June 1986. 
This is an-increase of over half a 


billion in one year. 
Other highlights of the year: 


W increased final dividend, making a 
total for the year of 12.5 cents, and 
"a bonus issue of one share for every 
ten shares held. | 


@ Earnings per share of 27.5 cents: 
and return on shareholders funds 
o[19.298; ^ «7 


@ Formation of a má jor new business 
group, International Batteries; to 
develop sales and manufacturing in 

- four countries, including the United 
States. This will include construc- 


tion of a A$24 million (£10.5m) 
factory i in Georgia for the revolu 
-tionary new Pulsar automotive . 


battery: 





Australia 





W Expansion: of flexible foam into- 
a A$100 million (£44m) business 
with moves into New. Zealand and 
the United States. 


BI The signing of three joint venture 
manufacturing agreements in the 
Peoples Republic of China. 

@ The continuing expansion of Ansell 
International, world leaders in latex 
technology, through the addition of 
five new manufacturing operations 
in Europe, South-East Asia and 
North America, 


m The opening of an optical fibre 
` factory in Melbourne for the Aus- 
tralian market using Sumitomo. 
technology, 


Pacific Dunlop is one of Australia's 


largest manufacturing enterprises, 
and nearly one-third of. its assets are 
now outside Australia. - 


0 Bot arke. treet Melbourne Vic. 3000 

















































Lost shirts 


It would be churlish indeed not to congratulate Ameri- 
ca's Democrats on recapturing the Senate this week, 
exceeding as they did the expectations of all indepen- 
dent pundits and even their own officials. But the vote 
does not mean that Americans have turned their backs 
on conservatism in favour of a new Democratic alterna- 
tive—nothing coherent was on offer—still less ehave 
they reaffirmed a commitment to the Demogratic 
policies of the old days. President Reagan, despite the 
rejection of his appeal to the voters to use the election 
as a last chance to vote for him, remains immensely 
popular and need have few difficulties with a Demo- 
cratic Congress. For the Democrats, the hard task is to 





avoid the donkey traps that their new responsibility sets 


for them, especially as it will be responsibility without 
real power. 

The main offices to be filled on Tuesday were 34 seats 
in the Senate, all 435 seats in the House of Representa- 
tives and 36 governorships. In the postwar elections 
that have come six years after a shift in control of the 
White House, the president's party, whether Demo- 
cratic or Republican, has lost an average of seven 
Senate seats, 48 in the House and six governorships. 
The Republicans this year have suffered a net loss of 
eight Senate seats, six House seats and have actually 
gained eight governorships—a rather better than aver- 
age performance. 

Ronald Reagan's Republicans have not been afflicted 
by any irritations on the scale of Watergate or Vietnam, 
the afflictions that made previous outbreaks of “the six- 
year itch" so lacerating for Richard Nixon and Lyndon 
Johnson. The Republicans' problem was that they were 
defending nearly twice as many Senate seats as the 
Democrats this year, including a dozen gains made in 
1980, five of them with less than 51% of the vote at that 
election; many of the freshmen senators in these seats 
were undistinguished, and several represented states 


whose economic mainstays of farming and manufactur- 


ing have been hard hit. These senators always looked 
vulnerable. 

On the other hand, practically every vulnerable 
senator had two. assets: bays d ane the ig ir hand of 


sland - illed, but will require $ 


to the federal courts is perhaps Mr Reagan’s 
of unfinished business at home and al 


summit and polling day, and in 11 his chosen candidate 
lost. If Mr Reagan were not so adept at sloughing off 
failures, this snub might mar his last two years in th 
White House. It was he who had tried to turn the 
election into a referendum about himself. | 


Divided, he'll rule : 
His next two years will now require some managerial : 
skill, but not in limitless quantities. Presidents Truman 
Eisenhower and Nixon all showed at various times tha 
a president of one party could work with a Congress o 
another, if necessary by going over its head to the 
country—at which Mr Reagan is a pastmaster. The 
Great Persuader has not, in fact, been conspicuousl 
successful in getting his way even with a semi-Republi 
can Congress. Typically he has been rebuffed once o 
twice before being presented with a bill he was prepare 
to sign. A wholly Democratic Congress will not, o 
course, want to be his poodle, but nor, in the run-up t 
a presidential election, will it want to lay itself open t 
charges of "liberalism". The Democrats will want. t 
appear responsible. : 

In any event, Democratic “control” of the Senate or 
of the House of Representatives does not mean quite 
what it suggests. There is no control: both the Senate. 
and the House are permanently hung. Since roughly a 
third of senators are steadfast conservatives, roughly a 
third are strong liberals, and the rest a swing group in 
the middle, most business in the Senate is done by 
striking bargains; henceforth, bargains will be struck at. 
a point slightly closer to the Democratic centre of 
gravity than to the Republican one. But they will still b 
bargains, supported by some > Republicans and resist 
by some Democrats. 

One or two Senate committees may now be chair 
by men rather more conservative than their Repu 
predecessors (see page 33). But at least one, : 
Judiciary Committee, at present under Mr Strom Th 
mond, will go the other way (to either Mr Joseph B 
or Mr Ted Kennedy). That is the committee. 
responsibility for passing judgment on judges chose 
the president. The appointment of conservative : 










legac dh: 
last. longer than. any other. 1 y 


NO 


ver; its zealots fight on chiefly in the Justice 





_ protectionist legislation. | | 

.. . Yet this election will be more than a disappointment 
_ to him, and not just because of the low return on his 
|». personal investment. The reverses in the south— Senate 


it. In foreign affairs, where Mr Reagan st wants to 
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Yen agreed, taxes forgotten 


: _the things that move currencies, like taxes 


. America's new exchange-rate agreement with Japan 
. deserves a triple-B rather than a triple-A rating. Not 
_ because this latest currency deal is co-ordinated public 
. relations rather than co-ordinated economic policy— 
_ though it is. Not because Mr James Baker, America’s 
. treasury secretary, has befuddled the foreign-exchange 
. markets by telling them that he has changed his mind 
. once again about the right value for the dollar —though 
.. befuddle them he has. The best reason for complaint is 
. that, in concentrating on macroeconomic policy (ie, on 
_ the things they suppose alter total demand), finance 
ministers continue to overlook the need to co-ordinate 
heir microeconomic policies (ie, the taxes and other 
hings that determine how that demand is exerted). 
Lhey are congratulating each other about swallowing 
he gnat, while not noticing the existence of the camel. 
. In their joint statement, Mr Baker and Mr: Kiichi 
Miyazawa, Japan's minister of finance, said that they 
e happy with the current exchange rate of Y163 to 


















ount-rate cut, and its plans for a small fiscal boost 


ring about a 









_ Settling exchange rates is pointless if governments neglect 


dollar. The Americans praised Japan's. half-point 


age 68). Both the cheaper money and the fiscal _ 
e were decided upon before the new agreement; fe 
r will do much to hasten Japan's languid rate of plans: 


Yen against the dolla 
inverted scale Ar TN 





trade surplus. Failing that, he implied, a further dollar 
devaluation was something he could reluctantly order 
from the markets, as a nastier way of squeezing the 
profit margins of Japanese exporters tighter still. 

Such talk was destabilising nonsense. America's 
deficit with Japan is only part of its trade gap. Its 
deficits with such ferocious exporters as Hongkong, 
South Korea and Taiwan, which virtually peg their 
currencies to the dollar, matter as much. Mr Baker 
cannot co-ordinate Japan's and America's macroeco- 
nomic policies, because he does not run America's. 
Fiscal policy is set by Congress; monetary policy by the 
Federal Reserve. So when Mr Baker says he will let the 
dollar fall, all he does is give the world's money markets 
the jitters. If, thanks to the new agreement, he shuts up 
about exchange rates for a while, the deal is worth 
having. - : TI ee 
Talk taxes —— | 





i Almost in passing, as they patted each other’s backs, 
Mr. Baker and Mr Miyazawa praised each other's 


mutual wisdom over tax reform. America's bold re- 


e now law, Japan's less bold plans are just 





















ordination of policies on trade Sane I 
more flexible labour markets. When struck by 
cycle or some external shock like higher: or 


The hostages’ pri 





‘itis a mistake to pay ransom, unless the payment is 


linked to another, wider goal 


Mr David Jacobsen, the American who spent 17 
months as a prisoner in Lebanon, returned to Washing- 
ton a free man this week. On Thursday there were still 
lingering hopes that the rest of the West's hostages in 
Lebanon-—a score or so of Americans, Frenchmen and 
Britons—could soon be on their way home as well. If 
they are, all free men will welcome them. But after the 
celebrations, ask this question: how much will the 
hostages' freedom have cost? 

That there is a price seems beyond question. Western 
governments continue to proclaim their unbending 
refusal to negotiate with terrorists. Yet there is mount- 
ing circumstantial evidence that the United States and 
probably France—the western countries with the big- 
gest stakes in the Middle East—have been trying to do 
just that. Nobody at this stage can pretend to unravel 
every thread of the deal that may or may not have been 
devised to pull the hostages free, or to guess wag 
will work. But if there is an attempted deal, 
centrepiece seems to be freedom for the- hostages in 
exchange for money and weapons to help Iran pursue 
its six-year-old war with Iraq. 

If so, the bargain is a risky one. By paying ransoms 
for hostages—ransoms of any kind—governments en- 
courage hostage-grabbers to keep grabbing more, In 
the recent Hindawi affair, Syria was caught red-handed 
trying to blow up an Israeli airliner. France declined to 
support Britain’s punishment of Syria partly because it 
feared for the French hostages in Syrian-influenced 
Lebanon. This sent a message to Syria’s President 
Assad: make sure your protégés in Lebanon keep a 
hostage or two in stock; they could come in handy. It 
also told every freelance entrepreneur in Lebanon that 
‘a Kalashnikov rifle and an old Mercedes can buy 
tradeable influence over the actions of a great power. 


Is there an over-riding benefit? 
That is a strong argument for not making deals which 
seem to benefit hostage-takers; but it is not an absolute 
one. Greater interests are sometimes. at. stake. Take 
American policy towards Iraq and. lan. | -— 

The United States has little direct nf dence over the 
bbs war, , but the outcome e of tł ar could have far- 
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into the Arabian peninsula and put western oil supplies 
at risk. The sending of arms offers America a means of 
influencing the Gulf combatants. If America is now 
pulling on that lever, by letting weapons go to Iran, it- 
should be doing so in the service of its larger geopoliti- 
cal interests in the region, not just to free a group of. 
hostages, however anxious any decent person must be 
to see them freed. - 

It would make sense if the United States were sayi 
something like this to itself. Yes, we have decided 
supply arms to the Iranians because we believe it is 
our interest to use this method of influencing the sha 
of the Iranian regime that will follow Ayatollah Kh 
meini's death. But we also have a duty to try to relea 
our hostages in Lebanon. We are not swapping t 
hostages for weapons; we are making release of t 
hostages a condition for giving Iran the weapons 
needs, something we wanted to do anyway to create 
friendlier future Iran. This is artful opportunism, not 
retreat from our strongly held principles. pog 

There would still be the problem that such a polic 
was liable to produce bad side-effects, if other thugs in 
the hostage-taking business took it as a go-ahead to 
seize a few more. Not many people believed the tal 
that the release of Mr Nicholas Daniloff (an American 
journalist) from Moscow had nothing to do with the 
almost simultaneous release of Mr Gennadi Zakharov 
(a Russian spy) from New York. The case of t 
Lebanon hostages is more tangled, and therefore mo 
liable to confuse interested watchers; but the odds 
that some potential kidnappers would see clean thro 
the would-be subtleties. 

That risk can be worth: taking if some ov 
advantage can be gained in terms of the West’s i 
in the Middle East as a whole. It would certainly 
better than a thoughtless, don't-bother-me-with-de 
decision that a few spare parts for Iran's decrepit 
force and tanks are neither here nor there: a price e: 
paid for the hostages' release. The price paid fo: 
into political extortion is not to be measured by the 





















































et markets decide Britain's electricity 
Britain’s energy secretary, Mr Peter Walker, is about to 





ctor (PWR) at Sizewell nuclear power station, capa- 


_inquiry—-340 days spread over 23 years, costing some 
.£15m. Although local objectors were most worried 
about whether the East Anglian coast would be poi- 
soned, and lobbyist objectors pleaded that a PWR would 
be worse than the generators they. could build, all 
objectors could unite on one truth: the CEGB does not 
know how much electricity it will need. = 
In the 1960s and 1970s, the CEGB overestimated 
demand and built too many power stations. The cus- 
tomer had to pay through higher prices. Now the CEGB 
is short of cheap capacity, and has been buying cheap 
power from France, which is piping under the Channel 
the electrical equivalent of nearly two new Sizewell 
PWRs. The objectors drew the conclusion that Sizewell 
- should not be built at all. They are wrong. The proper 
answer is that private markets could make the decision 
less imperfectly than can massed bands of lawyers, 
scientists, ecologists and economists. 
. The legal mechanism for allowing private firms to 
build power stations is already in place. The national 
rid, operated by the CEGB, is a natural monopoly 
hich might be best kept in public hands. But it can buy 
om anybody who is able to supply electricity competi- 
tively. The 1983 Energy Act permits private firms to 
commission and run their own power stations. Several 
ompanies are interested—the latest, Ryan Interna- 
tional at Cardiff, wants to take over a disused power 


rving Falklands fish, good; conversing 


the islands, even better 


ai s drawing of a 150-mile circle around the 
lands, within which all fishing will in future have to 







cool President Alfonsin. In B 
n says Mrs Thatcher has 
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en talk of a whiting war 
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scoop up too much fish. 


t taxpayers’ billions on a decision which his predeces- agrı 
ave always got wrong. He and his bureaucrats will — — 
'uess at the demand for electricity in Britain at the end ~ fir 

the century. The Central Electricity Generating — 
Board (CEGB) wants to build a pressurised water 


le of adding 4% to the country's electricity supply. 
pacity. Its case has been examined at a public 









censed by the islands’ government, has brought 
ome uncharacteristic cheek-puffing from Argentina's - 
into the 





'station in south Wales—but none has 
agree terms with the CEGB. — —— | : 
he building of the channel tunnel is now being 
nanced, albeit with some difficulty, by private inves- 
tors. So is the Dartford bridge. So were the North Sea 
-oil and gas fields. Why should electricity be different? It 
is an internationally traded commodity, as those French 
-imports show. Some people seem to suppose that 
public-sector nuclear power would be safer. Do they 
think that Chernobyl and the Aberfan coal tip were run 
by private capitalists? Britain's Nuclear Installations 
Inspectorate would lay down and then monitor safety 
and environmental standards for a private reactor just 
as it now does for a public one. 


been able sofar to 


Call for tenders i 

Itis probable that a private firm would be more worried 
about being hated if it invested in nuclear energy, but 
this means that local people’s fears about nuclear would 
rightly be given a market price. Private firms would 
probably veer more towards building coal-fired sta- 
tions, where the CEGB’s present problem is that coal 
from nationalised British coal mines costs too much to 
produce electricity cheap enough to compete with 
imported French nuclear power. That problem should 
not afflict a privately run power station, free to buy coal 
at world market prices or from denationalised British 
coal mines. Before he stakes his reputation on elector- 
ally unpopular Sizewell, Mr Walker should call for 
tenders from private companies. If they will take on the 
risk of building and running power stations, conven- 
tional or nuclear, he should tell them to go ahead. He 
should make just one promise: that, even if it has to 
close some of its own conventional power stations, the 
CEGB will always be required to buy its electricity from 
the cheapest available source. 
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nd last year 


PE ised to co-operate, s 
ters. around the islands belonged to the | 
acd Russia 


they signed fishing agreements of their o 
and Bulgaria. 

The timing of Britain's action has been criticised, on 
-the argument that it may upset the finger-tip contact 

that was created when a British parliamentary delega- 
| tion visited Argentina recently. No serious hope of talks 
emerged from that visit. The Argentines made it plain 
that they were unlikely to negotiate with Britain about 
-the Falklands this side of a British election, in the hope 
that the election would produce a Labour government 
 readier to make concessions to them. 

In fact, the British timing is in one way rather tactful. 
Britain is thinking of making another cut in its Falk- 
lands garrison, now that the Mount Pleasant air base on 
East Falkland means that reinforcements can be flown 
in quickly in a crisis. The withdrawal of more British 
troops would delight President Alfonsin. It would make 
nonsense of the demand by some Argentine generals 
that, because of British aggression on the subject of 


those fish, his slashing of military spending should be 


reversed. 

Ever since the war of 1982, Argentina's unwillingness 
to be co-operative about small things like this fishing- 
zone has helped to distract everybody's attention from 
the big thing in which democratic Argentina is being 
reasonable. This is its insistence that the two countries 
should be prepared to discuss the issue of sovereignty 
over the Falklands. Britain was, after all, prepared to 

talk about sovereignty as recently as 1981. Since then it 


cian's sensibilities. It is how best to preserve the way « 






it it harder to pet: ba oug 
time has passed since 1982 for Britain and Argentina: t 
return to the central issue. 






The issue is the Falklanders | 
That central issue is not flags, or any particular polit 


life of the people who live on the Falklands, at least fi 
the lifetime of today's adults and their children. TI 
armed stalemate between two democracies over th 
future of a large village in the South Atlantic. is 
becoming a nonsense. In the long run, the Falklanders' 
interests would best be protected by an agreement 
which gave Argentina some share in sovereignty over 
the islands (its pride-saving bit) in return for its 
acceptance (the practical bit) of a treaty guaranteeing 
continuation of the islanders' present political and leg 
rights, this treaty to be supervised by somebody wi 
real clout: say, the United States. The alternative— 
leaseback agreement, under which Britain would a 
minister the territory but transfer formal sovereignty: 
Argentina—would probably be unacceptable to t 
Falklanders, because it would remove the comforting 
symbol of the Union Jack. 

The last attempt at talks, in Bern in 1984, w 
scuppered when Argentina went back on an unde - 
standing about the talks’ agenda. Since then, Britain 
has offered to allow Argentines to visit their soldier- 
sons’ graves in the islands, and to restore normal tra 
relations. It has unilaterally lifted its ban on Argentit 
imports. The answering silence from Buenos Aires h 
been deafening. It takes two to talk, Argentina. 














There’s no private peace 


Johannes Rau is letting his Social Democrats look pretty naive about 


West Germany’s defence 


Many an opposition party in the heat of election battle 
does silly things in a desperate bid for attention, but 
West Germany’s Social Democrats seem more desper- 
ate than most. Imagine the derision if, after the failure 
of the Reykjavik summit, America’s Democrats, want- 

ing to upstage Republican Mr Reagan, had rushed off 

.to Moscow, to emerge from the Kremlin clutching an 
arms-control agreement signed by Mikhail Gorbachev 
as leader of the Soviet Communist party. That is the 
equivalent of what West Germany's Social Democrats 
have done by signing an agreement with East Germa- 


.ny's communist party to remove all nuclear weapons 
from a 90-mile strip on either side | of their ¢ common 


tome S 



















munist party is the government. Last year the Soci 
Democrats signed a similar piece of paper with the Ea 
Germans, this one purporting to ban the productio 
storage of chemical weapons in either part of C 
They may go on to stretch. the supposed nuc AT- 
strip beyond 90 miles. Leaving aside the questio 
whether declaring nuclear-free zones is the bes 
a country to protect itself (it isn’t), the 
astounding. It must begin to worry West- 
NATO allies, on whom even most Social. D 
admit their country’s security depends. ` 
The Doaa Democrats are aeu. thei i 











ar “promising yo Much threaten the. NATO 
darity that forced the Russians back to the table. 
fa while: the Social Democrats, under their new 










but only if it thinks big 


The stuttering of Stock Exchange computers after 
- London's Big Bang has proved a public-relations calam- 
y. After months of preparation, but precious little 
_ practice, machines let man down on the day. The task 
for those who want London to thrive as a leading 
- international centre for securities trading is now to keep 
the PR calamity from becoming a real one. That means 
nding the money and the brains needed to strengthen 


but tomorrow’s much heavier volume of business. The 
good news is that the bad news was caused because 
more people (some of them rubberneckers) wanted to 
. use the system than the planners had anticipated. 

_ Systems designers never build in enough capacity. 
The Stock Exchange's have not proved an exception. 
lith only about 24 months to concoct a new electronic 





















ick new bits on to old systems. Likely demand was put 
0 low, and many market-makers made things worse 
remaining technologically illiterate. until too late. 
nce the cropper before the world's television cam- 
ras on day one, when Topic, the Stock. Exchange's 
ng information system, crashed under twice the 

ial use; and SEAQ, the new trading systemy was 
y down with it. 


need a bigger budget j 
the Stock Exchange has sensibly made the 
best of a bad job. It has sacrificed less- 














a the City 


he London Stock Exchange can solve its computer problems, 


ie system enough to cope not only with today's trading. 


larket, there was anyway little chance to do more than 


formation services to reduce overload. But 
he market remain uneasy. Though the settle- 
ystem seems robust, errors outside and inside the - 
‘ Exchange piled up 60 ,000 unmatched trades by. — | 
ate out 50% worse. un. us ual. Some XE 


pleted ki 
with al ing money out. 









ine ded G worry po questions. ef peace rd. =: 
overarmed. frontiers. But signing. meaningless agree- l 
ments ts provides no answers to "those questiona, bus 





record of best prices in the market to be sure that the 
new broker/dealers are not selling shares off their own 
books at a premium. 

The Stock Exchange has started to debug its systems. 
Planned software changes include reducing up-to-the- 
minute publication of small trades. Scheduled increases 
in computer capacity will be hurried along, adding 50% 
or more by the middle of 1987. But so far the talk is of - 
staying roughly within the foreseen budget. With so 
many unforeseen bugs coming out of the metalwork, 
such penny-pinching won't do. . 

Rival electronic markets are emerging—Reuters, 
Instinet, NASDAQ—but none has the capacity, clearing 
and multi-currency facilities that the London Stock 


Exchange has or could have. Its potential will increase 


further on November 11th if its members approve, as 


they ought, the creation of a joint regulatory body and . 


investment exchange with international securities 
houses. After that, the Stock Exchange will soon be - 
discussing how to set up an electronic trading system for 
foreign shares, including the British blue-chips traded 


as American Depositary Receipts It wants the ADRs, at 


least; on SEAQ. 
The Stock Exchange systems can. w düade strong 


enough to handle these as well as the likely upsurge in 


gilts and traded options. It will take time and is going to 
cost a lot of money, probably much more than the 
£100m already set aside for capital and development 
spending. over the next three years. That means con- 
vincing members—old and new—to replenish its de- 





itty at a time when. mere are more concerned 
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Introducing the P printer n 


Its the wide carriage version of our popular Proprinter— for presentation charts) and proportional spacing. 
the versatile printer made for personal computers. There's even a quiet mode. 

And, as you might expect, the IBM Proprinter XL And because the IBM Proprinter XL is a Proprinter, 
does everything the original Proprinter does. Only it there's an easy way to print on envelopes, letterheads 
does it wider. and single sheets without removing the computer paper. 

Which means you can print spreadsheets, flow charts— It also works with IBM PCs, other personal computers 
almost anything—up to 42 centimeters wide. and most popular software. Yet the cost is less than 

But wider isn't all that's new about the Proprinter XL. you might think. 

There's a three-button operator panel on the front that The IBM Proprinter XL is just one member of the 
lets you choose among three printing speeds. From a IBM family of personal printers—all designed to give 
fast 200 characters per second to a sharp. near-letter- everything you print the ee 
. - * . " SS (d  — 
quality 40 characters per second. finishing touch. See them at --  -— - u— — 

You can also choose double-high characters (useful your IBM Authorised Dealer. - = m = um 

s EEE Eee 
et eee c 


IBM Personal Printers... The Finishing Touch. 
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\MILIARITY WILL BREED CONTENT 


International investment opportunities for the private individual have never 
been greater. 

Neither have the problems. 

Financial marketplaces have become ever more complex as the possibilities 
they offer have multiplied. 

It would be beyond the resources of any one person to be familiar with them 
all, and beyond all but a few institutions as well. 

EBC Trust Company (Jersey) Limited is one of these few. 

Through a discretionary Portfolio Management Service, we can open the 
doors fully to international investment opportunity for high net worth individuals 
with an investment potential of £100,000 or more. 

EBC Trust Company (Jersey) Limited is a wholly owned subsidiary of EBC 
Amro Bank Limited, the London based merchant banking arm of Amro Bank. 

EBC Amro has itself made a formidable reputation for successful foreign 
exchange dealing, and through Amro Bank, the Company has access to the re- 
sources and representation of a major international financial organisation. 

This dem give the Portfolio Management Service depth in experience, 
expertise and information, necessary in today's volatile, fast moving financial 
environment. 

Ẹ Our success is based upon total familiarity with the major financial centres. 
Perhaps yours should be based on familiarity with us. 


Be 

a i e ^ 

x3 EBC Trust Company (Jersey) Limited 
F| Please contact us at EBC House, 1-3 Seale Street, St Helier, Jersey, Channel Islands. 

=j Telephone: 0534 36331. Telex: 419 2089. Fax: 053439495. ——  . 0 i 














INTERNATIONAL 





The road from Yenan 


FROM OUR CHINA CORRESPONDENT 


Modern armies are grand establishments, 
and politicians from Washington to Mos- 
cow could speak volumes about how hard 
it is to change them. Since last year China 
has been carrying out the world’s most 
radical military reform on the world’s 
largest army—and the effort is beginning 
to pay off. The People’s Liberation Army 
(confusingly, the PLA includes China’s 
navy and air force) had some 4.2m men in 
it when the reforms began in 1985; it is 
now reported to be successfully homing in 
on its target of a cut of Im men by the end 
of this year. 

The changes reach deep. According to 
the Chinese, more than half of the army's 
older veterans have now retired, and at 
least 65% of the officers in combat units 
have been replaced with graduates of 
military academies and institutes. The 
Communist party paper, the People's 
Daily, says that the cut of 1m men in the 
regular armed forces has been more than 
matched by cuts in China's huge militia, 
whose numbers have been reduced from 
12m-15m men to about a fifth of that. The 
reintroduction of ranks in the PLA, abol- 
ished by Mao Zedong as bourgeois fop- 
pery in 1965, is due to take place some 
time next year. 

By any measure, a reorganisation on 
this scale is a remarkable achievement. 
The main credit for engineering it goes to 
Mr Deng Xiaoping, who pushed it 
through with the aim of producing a 
slimmer but more professional fighting 
force that will be better equipped, better 
trained and better led than the old mon- 
ster. Partly because defence ranks only 
fourth among China's “four modernisa- 
tions" (after agriculture, industry and 
science), money for military reform has 
been scarce—which has helped to make it 
one of Mr Deng's trickiest tasks. 

To soften the blow of the cuts, at least 
five large retraining centres have been set 
up. More than 500,000 soldiers were 
retrained and moved to civilian jobs in 
1985 alone. Combat veterans have been 
given official preference in the civilian job 
market, but those who already have tech- 
nical skills have found it easiest to slip 
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back into civilian life. 

Resistance to the changes has inevita- 
bly cropped up, and many an old soldier 
has refused to fade quietly away. The 
stiffest rearguard action has been mount- 
ed by older officers in the divisional and 
regional commands. Veterans like these, 
in their 60s and 70s, have precious little to 
offer the world of commerce and indus- 
try, and some refused to budge unless 
their perks went with them. However, 
there is little sign that the disgruntlement 
of individuals is building up into the sort 
of organised resistance that could block 
the reforms. 

Some of the soldiers who remain in 
uniform are also said to be unhappy, 
because their prestige is not what it was 
and their wages have not risen as fast as 
civilian pay. But here, too, there is a 
generation gap. Older officers at the top, 
who are finding it hard to adapt to à 
technology-minded army, are more sensi- 
tive to such slights. Younger and better- 


Some will have to jump off 


educated officers who have been to the 
West on official military exchanges, with 
their fancy training and NATO-like jargon, 
feel differently. 

These younger officers seem to accept 
that in the long run the PLA will gain by 
being drastically trimmed. One reason is 
money. According to official figures, the 
defence budget has declined from about 
12% of the government budget in 1985 to 
1095 this year. But growth in total gov- 
ernment spending has more than made up 
for that: defence spending has risen from 
18.7 billion yuan in 1985 to just over 20 
billion yuan this year. Since there are also 
fewer soldiers to clothe and feed, quite à 
bit more money is available to buy the 
modern equipment the army needs. 


All this ferment will probably prove - 


beneficial, but it is creating some difficul- 
ties that generals and politicians will have 


to watch. One is corruption. According to — — 
the ordnance minister, up to 70% of the | 
"defence industry's" output will be going = 
for civilian use by 1990, The phrase isa bit — 


of a misnomer. The industry already turns 


out practically everything from stuffed 


animals to light fixtures, television sets 
and motorcycles. 

Fine, but in the process some soldiers 
have been learning less desirable skills. In 
August, China's chief political commis- 
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h it is being cut, the army still 
recruits, and it is having trou- 


iow more richly rewarded in the 
id villages that have prospered 
indér Mr Deng’s economic reforms. 
Weariness with China's protracted skir- 


 _Deng-ho 
- FROM OUR PEKING CORRESPONDENT 


Em Chinai is bringing its arms trade out of the 
closet and putting it on display. The Asian 
"defence technology show, the largest 
_ defence exhibition ever held in Peking, 
- opened on November 4th at the Interna- 
« tional Exhibition Centre. On display was 
| military hardware made by 158 firms from 
.. 42 countries, including Britain, France, 
. West Germany and the United States. It 
-was also a coming-out party for China's 
‘|. own defence industry. Foreign military 
|. attachés and diplomats jostled to take a 
peek at China's Long March-3 rockets, its 


nic jet fighter, its Red Arrow-8 
nissile and the 400 other bits of 
on display. — 
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Deng! hass seen thi roih the greater pare of 
his military reforms, he may step down 
after next year’s party congress from his 
last official posts, the chairmanship of the 
Military Affairs Commissions. of both the 
party and the government. 

The man expected to replace: itn is the 
one he hand-picked as Communist party 


shidai (New Era) j Capone which 
has the job of earning even more hard 
currency from arms sales. 

The Chinese are still cagey about 
where their weapons go. Most seem to 
find their way into the trouble-spots of 
the third world, such as the Middle East, 
Pakistan and several African and Latin 
American countries, Although the Chi- 
nese strongly deny it, they appear to 
have made a tidy sum from selling arms 
to both sides in the Iran-Iraq war. Most 
of the 37 trade delegations invited to 
attend the Peking arms show were from 
third-world countries. Whoever its cli- 
ents are, western experts reckon. that 
China is now competing with Britain for 
fourth place in the league table of arms 
sellers, behind the Soviet. Union, the 
United States and France. 

China is thought to be using sales of its 
relatively unsophisticated military equip- 
ment, much of which is based on older 
Soviet or western designs, to pay for its 
military research and development ef- 
fort. It is also using knowledge gained 
from student exchanges with both Russia 
and ‘America: The Hoi on Nove mber 
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ber two position on those bodies. ^. = > 
The outcome of this contest between 
Hu and Yu matters less, however, than. 
the change the reforms have already i 
worked in the relationship between gen- 
erals and politicians in China. The army 
has a long history of involvement in 
Chinese politics. China's new-model sol- 
diers seem happy enough these days to 
stick to their soldiering. Mr Deng can 

congratulate himself on that. 


Philippines | 
Jaw-jaw arrives 


FROM A CORRESPONDENT IN MANILA 





Mrs Cory Aquino's policy of talking the | 
Philippine communists out of their armed 
rebellion instead of shooting them out of 
it is about to be tested. On November 1st 
the guerrillas of the New People's Army. 
proposed a 100-day ceasefire. Govern- 
ment and communist negotiators met in a 
safe house in the suburbs of Manila on 
November 5th, set terms of safe-conduct, 
and unofficially agreed to work out a. 
ceasefire by Christmas. | 
They must decide how a deal would be: 
carried out; who would supervise a cease- — 
fire and how violations would be defined. 
Mrs Aquino, who almost completed a 
lawyer's training before dropping out to 
get married, can read the fine print but - 
also has an eye for the big picture. She 
ought above all to be thinking about who 
gains what from an agreement. The bal- 
ance between the government and the 


| . Insurgents will be affected, as well as the 


personal contest. between the president 
and her defence minister, Mr Juan Ponce 
Enrile. ] 

Mrs Aquino's policy of- negotiating 
with the communists has. 
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Your money, for instance, if you put it ina Fixed 
Term Deposit Account with Barclays Finance 
Company. 

A good rate of; interest. 

With Fixed Term Deposits you have the 
advantage of a good rate of interest (which is 
fixed from the outset and. is based on money 
market rates) and it is paid gross without any 
deduction of tax. Deposits can be held in most 
major currencies. E 

The minimum deposit i is ‘only 4 £2, 000 or 
currency equivalent and you can make other 
deposits at any time you wish. - | 
| If you make a sterling d deposit, you can have 

_ the interest paid at regular intervals, but on the 
other hand, you may prefer the interest to be 
paid at a particular time to suit your residence or 
Income requirements. 


Ready. access to your money. 
You can also mal 


Barclays Fnance Company (Guer nsëyjt uted PU. Bo ax! Neig | Cámtia House. St Peter Pot 
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Some things work very hard in Guernsey. 


ce anon on call. These | 
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You only need a minimum deposit of £ 2, 000 
or its equivalent for a call account. Personal 
Sterling Call Account depositors can have a 
personalised cheque book. T 

-Even though you may be on the other dd 
of the world, we can keep you fully informe 
through our up to date communications _ 
systems. 

Every transaction on your account is 
separately advised, with full details given on 
each occasion. : 

You also get a statement every six months | 
setting out all the account details and, of 
course, there is complete confidentiality over 
financial affairs. ‘ 

Barclays Finance Company in Güërnsey | 
offers many options regarding the reinvestment 
or transfer of both your Capital and your Incom 

Fill in the coupon and well send you ; 
the details. 

And thats all the + work you've got to do. 








current c of i interest, t pk ease siena ui m coupon and 
| return to: Willie Allan, Barclays Finance Company 
| (Guernsey) Limited, PO. Box No. 269, Cambria H 

New Street, St. Peter Port, Guernsey, Channel Islands. 
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Ex-Emperor Jean-Bedel Bokassa re- 
turned unheralded on October 23rd to 
his former Central African dominion, 
now reverted to republican status. He is 
to stand trial there, but can hardly expect 
it to be unprejudiced, since he was 
convicted in absentia of numerous hor- 
rors, and condemned to death, shortly 
after his enforced abdication in 1979, 

Even in a chateau near Paris, rather 
than on a South Atlantic island, exile 
never suited this last claimant of Napole- 
onic grandeur. Despite his reputed gen- 
erosity with diamonds, his French hosts 
were fed up with him. His money was 
down to his pension (as ex-sergeant, not 
as ex-emperor), and the water was cut 
off; he teased his security guards, giving 
them the slip by driving the wrong way 
up the autoroute; the lady companion 
and five (out of 15) children who accom- 
panied him on the flight from Rome to 
Bangui were not solace enough. The 
informed guess is that President André 
Kolingba will exercise clemency and that 
a safe home will be found at last in the 
custody of some French-influenced Afri- 
can head of state. 

Fixing up the world's 40-odd ousted 
rulers with comfortable homes can be a 
favour not just to them but to their ex- 
subjects; it discourages them from trying 
to get back. But looking after people 
against whom others have a heavy 
grudge can prove expensive and tire- 
some. Ex-President Jean-Claude Duva- 
lier, once of Haiti, in his rented villa near 
the sweet-smelling town of Grasse, has a 
temporary residence permit while the 




































dealt with violently. The hope is that their 
numbers will be so reduced by a success- 
ful negotiation that any further fighting 
will be small in scale—and successful. 

But ministers reckon there are some 
26,000 guerrillas now, a lot more than 
even pessimistic CIA estimates had it earli- 
er this year. The main worry for the army 
chief of staff, General Fidel Ramos, is 
that a long ceasefire could give the guer- 
rillas time to prepare themselves well for 
a stepped-up campaign. The army has not 
been fighting well enough to be any too 
happy about that. 

The calculations of the communists are 
more complicated. It would be nice to 
have the standing of serving alongside 
government representatives on ceasefire 
committees. But even the communists 
who actually want a deal recognise the 
difficulty of co-ordinating a truce among 
forces scattered across the mountainous 
archipelago. Mrs Aquino is offering am- 
nesty and rehabilitation programmes for 
ex-guerrillas, and the leaders may feel 
they must let their exhausted men take a 


rest before fighting on. 
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Where are they now? 
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French and the Americans play pass-the- 
parcel with his future. Ex-President Fer- 
dinand Marcos sits out his time by the 
telephone in Hawaii, longing for home. 
Ex-President Idi Amin Dada of Ugan- 
da, Mr Bokassa’s rival for African hor- 
ror, is denied even telephonic illusions of 
power. He lives by Muslim charity in a 
remote Saudi Arabian villa, and if he 
rings up to talk of his return the Saudis 
cut him off. The telephone is also denied 





Let's have a Bona party 


to the man Mr Amin overthrew, and 
who came back to overthrow him, ex- 
President Milton Obote, now safe but 
bored in Zambia. The Egyptians are 
keeping similar tabs on ex-President Ni- 
meiri of Sudan. 

Ex-President Nguyen Van Thieu of 


The communists are also thinking 
about electoral politics, in part because 
they scorned Mrs Aquino's campaign 
against Mr Marcos and her victory last 
February wrong-footed them. The chief 
organiser on the preparatory committee 
for the communists' New People's party is 
Mr José Maria Sison, who was chairman 
of the Philippine Communist party when 
he was arrested in the mid-1970s. He was 
released by Mrs Aquino earlier this year. 
So was his chief colleague, Mr Bernardo 
Buscayno, who led the guerrillas until his 
arrest. Mr Sison claims the new party is 
separate from the Communist party. It 
may be tempted to contest the local 
elections due next year. 

Mrs Aquino has a lot at stake, not least 
with the Reagan administration, which 
may in private be wondering about her 
tactics for dealing with the communists. A 
ceasefire during the period leading up to 
next February's constitutional plebiscite, 
which would confirm her in office until 
1992, is a tantalising thought. She has 
countered the communists’ 100-day cea- 
sefire offer with a more modest proposal 
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South Vietnam is in Wimbledon, handy 
for the tennis. His predecessor, Nguyen 
Cao Ky, runs a shop in California. The 
genial ex-President Yakubu Gowon 
seems happy in the English Midlands, 
having completed his university thesis on 
(of course) constitutional politics in Ni- 
geria; the adversary he defeated, Gener- 
al Ojukwu of ex-Biafra, is happier (and 
much richer) at home. Two other ex- 

residents of Nigeria are in custody at 

ome, but a third, General Olusegun 
Obasanjo, who describes himself as a 
chicken-farmer, is tipped as an outsider 
for the UN secretary-generalship one day. 

Latin America, in general, treats dis- 
carded rulers with practised ease, al- 
though the Argentines, untypically, have 
three of them locked up at present. 
Elsewhere the custom is to give them a 
sporting chance to escape during the 
inevitable uprising into a neighbouring 
country's embassy, then treat them de- 
cently in retirement, with the chance to 
live at home under fairly light supervi- 
sion. The list of these is too long to 
provide here. 

Left-wing strongmen have the tough- 
est time. An exception is the murderous 
Mr Pol Pot of Cambodia, who has gone 
into the guerrilla business in partnership 
with his old rival, the super-elegant 
Prince Norodom Sihanouk. Bumping off 
is more usual; ex-President Ali Nasser 
Mohammed of South Yemen faces an 
even worse fate, exile in Ethiopia. Most 
communist regimes make it hard for 
their boss to amass a Swiss bank account, 
but most prudent right-wing dictators 
like to have one for their retirement, 
which is one reason their subjects grow 
keen for them to retire. 















of 30 days off. If that worked it would be — 
followed by another 30-day ceasefire, and- 
so on. Her generals would be happier — 
with this. t 

The president's main political foe, the — 
defence minister, Mr Enrile, has publicly — 
campaigned against her conduct of the 
war. But even before the communists 
made their offer he had begun to wind his — 
campaign down because it was going - 
nowhere. He clearly has presidential am- _ 
bitions, and he turns 63 in February. If - 
Mrs Aquino is confirmed for another five 
years, he will be 68 before the chance — 
comes again to try for the top job. 

A ceasefire that lasted through the 
constitutional plebescite would both raise - 
Mrs Aquino's already high standing with - 
Filipinos and dash Mr Enrile's hopes. She — 
might even make him justice minister Or - 
such-like—cutting him off from the sol- — 
diers. But General Ramos, the chief of- 
staff, has tended to support the president. 

So whatever the reason for the defence _ 
minister's misgivings about Mrs Aquino's- 

course with the communists, he may just 
have to watch and wait. 
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Year of the (lame?) duck 


FROM OUR TOKYO CORRESPONDENT 


Life at the top is getting tougher for Mr 
Yasuhiro Nakasone as he enters his 
fifth—and in theory final—year as Ja- 
pan's prime minister. To keep himself 
bright in his fellow-countrymen's eyes he 
clearly means to play his strongest card, 
presenting himself as a statesman of 
world stature. His journey to China on 
November 8th will launch him on a round 
of high-level international encounters 
that ought to sustain his political position 
into the new year. 

A year from now, he will be out of 
office—unless he can pull off a political 
conjuring trick that could prove too tricky 
even for him. Normally the Liberal Dem- 
ocratic party allows its president (who, 
while it holds power, is also prime minis- 
ter) only two two-year terms. The 12- 
month extension that Mr Nakasone has 
obtained will expire on October 30 1987. 

Few politics-watchers in Japan expect 
him to complete the full year—though 
they are the people who have always been 
wrong about him before. He cannot, in 
any event, afford to let his authority wane 
by visibly becoming a lame duck; so, if 
necessary, he may choose a moment to 
leave when his position still looks strong. 
He needs to establish himself as the ruling 
party's kingmaker after he has stopped 
being prime minister. 

There are three possible candidates to 
succeed him as prime minister, one from 
each of the party's three largest factions: 
Mr Noburo Takeshita of the Tanaka 
faction (the biggest); Mr  Kiichi 
Miyazawa, the finance minister, who 
heads what used to be the Suzuki faction; 
and Mr Shintaro Abe, leader of the 
former Fukuda faction. To assume the 
role of kingmaker, Mr Nakasone needs to 
ensure that his successor as prime minis- 
ter will be politically indebted to him. 

Since becoming prime minister in 1982, 
he has kept control of the party by divide- 
and-rule tactics. He built up Mr Takeshita 
in order to deepen the split within the 
Tanaka faction, but gave some of its anti- 
Takeshita members important cabinet 
posts; meanwhile, the fact that Mr Take- 
shita needed more time to gain full con- 
trol of his faction secured Mr Takeshita's 
support for the prime minister's continua- 
tion in office. After elevating Mr Abe to 
the point where he could take over the 
Fukuda faction, he refused to give Mr 
Abe's friends the cabinet posts they asked 
for. He handed Mr Miyazawa the poi- 
soned chalice of the finance ministry just 
when the yen was at its highest. 

Mr Nakasone has also played off the 


30 


party's elders against its newer generation 
of leaders. He has made the prime minis- 
ter's office less beholden to the old guard 
by turning to outside advisers. It was the 
older generation of leaders, particularly 
two former prime ministers, Mr Tanaka 
and Mr Zenko Suzuki, who installed Mr 
Nakasone as prime minister in 1982 in the 
belief that he would do their bidding; but 
he has proved himself his own man. 
While steadily weakening the three big 
factions, he has given his own smaller 
faction control of the construction minis- 
try and the posts and telecommunications 
ministry. These are the "sugar" minis- 
tries: their power of patronage in the 
awarding of lucrative contracts attracts 
political donations to their ministers' 
factions. 

In two ways, Mr Nakasone has shown 
himself to be abreast of changing times. 
He has seen that, now Japan has become 
a wealthy and mainly urban nation, the 
ruling party must reach out beyond its 
traditional supporters—farmers and big 
business tycoons—to the cities' new mid- 
dle-class conservatives. He has also rea- 
lised that, with Japan's advance to a 
prominent place in the world economy, 
its familiar “low profile" in foreign policy 
is out-dated. 

Many Japanese have been pleased to 
see that their prime minister can “stand 
tall” alongside Reagan-san. Mr Naka- 
sone's public standing has suffered, corre- 
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Bedroom at the top for Takeshita, Abe, Nakasone 


spondingly, each time his handling of 
international affairs has seemed less than 
sure—as when he had to apologise to 
South Korea for offensive remarks made 
by one of his ministers, or when the prime 
minister himself upset American public 
opinion by suggesting.that multi-racial 
societies’ educational standards were in- 
ferior to those of ethnically pure nations. 

Mr Nakasone has always been more 
popular outside his party than within it. 
That is his Confucian “mandate of heav- 
en". The Liberal Democrats’ landslide 
election victory in July was largely due to 
Mr Nakasone's personal popularity, and 
it was this that enabled him to get the 
exension of his term in office. But there 
are still constraints on his power, as was 
shown when he had to back down over 
cutting the rice support price. 

The party's old guard faces an uphill 
struggle to restore its influence, but it will 
do all it can. A whispering campaign 
against Mr Nakasone has started. There 
are several potential pitfalls he must seek 
to avoid. The main argument used to 
justify the extension of his term as prime 
minister was the need to complete the 
passage through parliament of some im- 
portant pieces of legislation. One of 
these, the railway privatisation measure, 
has been virtually secured. The other 
outstanding issues are tax, educational 
and administrative reform. 

It is on tax reform that Mr Nakasone 
most risks upsetting the party's vested 
interests. The battle lines are already 
being drawn up. Mr Sadanori Yamanaka, 
chairman of the Liberal Democrats’ tax 
council, which will have the final say on 
tax reform, has already attacked the rec- 
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ommendations of the tax advisory council 
that Mr Nakasone has set up. He has 
made it clear that he believes tax reform 
should be a matter for the party, not the 
prime minister. 


South Korea 


| wouldn't dream of 
taking the job 


FROM OUR EAST ASIA CORRESPONDENT 


South Korea's politicians have invented a 
new game: competitive forswearing of 
presidential ambitions. President Chun 
Doo Hwan has already said he will bow 
out when his term is up in 1988. Now it is 
the turn of Mr Kim Dae Jung, one of the 
two main opposition leaders. Mr Kim 
says he will not be a candidate if President 
Chun will agree that the country's chief 
executive shall be chosen by popular vote 
rather than by the ruling party. Why this 
outburst of modesty? 

Mr Kim's vow is an attempt by the 
opposition to recapture from President 
Chun some of the middle ground in the 
debate on constitutional reform. Mr Kim, 
who was convicted of playing a part in an 
anti-government uprising in 1980, is still 
legally barred from politics. But he is 
regarded as more provocatively exciting 
than his fellow opposition leader, Mr Kim 
Young Sam. By ruling himself out, Mr 
Kim Dae Jung is trying to allay fears that 
his phantom candidacy might encourage 
more big and unruly rallies. 

There have been plenty of those recent- 
ly. Mr Kim made his announcement on 
November 5th, less than a week after the 
South Korean authorities had arrested 
some 1,500 left-wing students who had 
occupied Konkuk University for three 
days. Riot police stormed the campus 
before the cameras of Seoul's pro-govern- 
ment television station. The arrests were 
part of Mr Chun's plan to isolate his 
radical opponents by casting them as 
sympathisers with North Korea—a seri- 
ous charge in understandably wary South 
Korea—and to force his moderate oppo- 
nents into compromise for fear of being 
tarred with the same brush. 

If Mr Chun quits as promised in 1988, it 
will be South Korea's first peaceful trans- 
fer of power. The ruling Democratic 
Justice party wants the government to be 
run by a prime minister elected by parlia- 
ment, which it dominates. The opposition 
New Korea Democratic party fears that 
the government's money, army muscle 
and control of television will enable it to 
rig a parliamentary election. The New 
Korea Democrats want a president elect- 
ed by direct popular vote. They reckon, 
hopefully recalling Mrs Aquino's experi- 
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ence in the Philippines, that the govern- 
ing party would lose such a vote and 
would be prevented from fiddling the 
result by the glare of publicity. 

The opposition suspects that Mr 
Chun's warnings about North Korean 
subversion are his way of avoiding a 
debate on constitutional reform of the 
election system. In October an opposition 
member of parliament, Mr Yoo Sung 
Hwan, was charged with endangering 
national security by a speech in which he 
suggested that unification of the two 
Koreas should have precedence over anti- 
communism in the proposed new consti- 
tution. Opposition leaders quickly dis- 
tanced themselves from Mr Yoo, but his 
remarks were a godsend for the 
government. 

Now the government has stressed simi- 
larities between the Konkuk University 
radicals' posters and propaganda from 
the north. It is saying, and the students 
are denying, that their leaders are north- 
ern agents. To strengthen their case, the 
authorities have accused nine of the 1,300 
students charged after the arrests of vio- 
lating the tough national security law. It is 
a long time to 1988. 


Fidei Defensor 


FROM OUR ISLAM CORRESPONDENT 
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His Custodianship 


It may be a mouthful, but next time you 
have an audience with King Fahd of 
Saudi Arabia don't address him as 
"Your Majesty": he wants to be called, 
instead, “Custodian of the Two Holy 
Places". 

The king made the change in a speech 
on October 26th at the opening of a 
television station in Medina—one of the 
two holy cities to which his new title 
refers (the other is Mecca). “Majesty”, 
he said, is a holy attribute of God, and 





Australia 
Fooled them all 


FROM A CORRESPONDENT IN AUSTRALIA 


The United States has its east-coast me- 
dia. Australia has its southern media, the 
newspapers and television stations based 
in Sydney and Melbourne. And in both 
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countries the pundits often get the rest of 


the place horribly wrong. Astonishing 


many of his supporters as well as all his - 


opponents, not to mention virtually every 


Australian who thought himself a politi- — 


cal expert, Sir Johannes Bjelke-Petersen, 


Queensland's 74-year-old conservative i 


premier, once again emerged victorious 
from the state election on November Ist. 
The opposition Labor party's hopes of 
seeing him ousted, after 18 years in pow- 
er, had been raised by the vicious ex- 


changes between his National party and 


its potential allies, the Liberals, which - 


were a particular feature of the campaign. 


While Sir Joh was vowing that he would — 


never form a coalition with the Liberals, 


they accused him of cronyism and corrup- | 


tion, and demanded an end to the gerry- _ 


ABU DHABI 


using the word for a temporal ruler could 
offend purist Muslims (among whom the 
Saudis certainly count themselves). Fahd 
will still, however, be "King"—which is 
just as objectionable to anti-monarchy 
purists as “His Majesty". 

What with sacking his oil minister, 
Sheikh Yamani, and worrying about the 
Iranians, the Saudi monarch may have 
had weightier matters on his mind. But 
his new title came quickly into use. He 
was first formally called “Custodian” 
(literally "servant" in Arabic) in public 
by Sheikh Zaid, the president of the 
United Arab Emirates, when the states 
of the Gulf Co-operation Council began 
their meeting in Abu Dhabi on Novem- 
ber 2nd: it caused an amused titter 
among the delegates. 

The Saudis are hoping for better. The 
new title is meant to give King Fahd 
greater standing among Muslims and 
prepare the way for him to be acknowl- 
edged as their supreme leader during the 
World Islamic Conference's summit 
meeting next January. This also explains 
the new anti-alcohol round-up. 

The problem now for protocol chiefs 
throughout the Muslim world is what to 
call the 5,000-odd Saudi princes. Is 
Crown Prince Abdullah, for example, to 
be addressed as "Deputy Custodian of 
the Two Holy Places"? Will there be 
deputies or assistants to the deputy? The 
majesty of an all-knowing God embraces 
a multitude of mere men. 
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INTERNATIONA 
mandering that gives rural areas a dispro- 
portionate share of the state legislature's 
89 seats. Yet, in spite of the two conserva- 
tive parties’ concentration on fighting 
each other, Labor now finds itself worse 
off than before—14 seats short of power 
and 2.5% down on its vote. 

Although the losers attributed their 
defeat to the unfairly generous represen- 
tation of the rural areas, in which Sir Joh 
enjoys strong support, the effect of the 
gerrymandering was not as great as was 
claimed. The decisive factor, in an elec- 
tion held on a preferential system, was 
the number of Liberal second preferences 
that went to the National party. 
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Both Labor and the Liberals underesti- 
mated the strong sense of community that 
has been generated in Queensland during 
Sir Joh's long tenure of power in this most 
outbackish of Australia’s states. The 
sense of community mustered behind Sir 
Joh. Queensland’s producers of coal and 
sugar, both suffering from low world 
prices, have been impressed by the pre- 
mier’s dogged campaign to get them fi- 
nancial support from the federal govern- 
ment. Queenslanders tend to feel badly 
done by no matter which party is in office 
at Canberra; but they feel it more when a 
Labor government holds the federal 
reins, as one does now. 


The bomb-throwing Brahmin 


FROM OUR INDIA CORRESPONDENT 


Rajiv Gandhi's blast against 40 years of “Indian socialism” hit its mark. But 
the Indian prime minister's skill at analysing the failures of his country's 
economy has been greater than his ability to reform it. Why? 


None of the economic radicals Mr Gan- 
dhi brought in with him when he took 
power in India two years ago would have 
disagreed with their furious chief when 
he addressed a group of Indian business- 
men on October 29th: “A poor country 
cannot afford to carry on billing the 
poorest people for its inefficiency and 
call itself socialist. It is ridiculous." Ri- 
diculous or not, it is the Indian norm; 
and it is not the privileged "socialist" 
conservatives but the free-market radi- 
cals who are gloomy in India these days. 

The prime minister's programme has 
been to shake up the economy by cutting 
taxes, reducing subsidies, opening the 
window to the fresh air of foreign com- 
petition and investment and pruning the 
vast system of government licences that 
strangles everything except the deposit 
of bribes in officials’ pockets. But the 
programme is motionless. There have 
been no important new measures for a 
year. The bureaucrats, who can interpret 
the plethora of regulations with some 
freedom, have recently been applying 
them more strictly. Approvals of col- 
laborations between foreign and Indian 
companies have, for instance, fallen by 
25% this year, despite growing foreign 
interest in India. 

Some of the blame is Mr Gandhi's: not 
for being wrong, but for failing to dirty 
his hands with the messy effort needed to 
shove his programme forward. But it is 

-worth recalling the size of the obstacles 
in his path. 

The way India's economy has been run 

Since independence 40 years ago has 
made a few people quite comfortable 
and has provoked little opposition from 
the rest. After independence the Con- 
gress party handed over the *'command- 
ing heights" of the economy (banking. 
mining and most of heavy industry) to 
state enterprises. The private sector— 
which, through family business empires 
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like those of the Birlas and the Tatas, 
had financed the Congress party before 
independence—got the rest. The right 
businessmen were pampered. On the 
pretext of making the country self-suffi- 
cient, the government protected Indian 
business from foreign competition. To 
ensure its own control, the government 
regulated investment and production in 
favour of its local business friends. 
Permits to set up factories and pro- 





A toast to freedom isn't enough 
duce goods were handed out to those 
who could afford them. The people set- 
ting them up were assured that nobody 
would lose money. By controlling prices 
and output the government could gener- 
ally assure a profit. If something went 
wrong, the government would take fail- 
ing companies off businessmen's hands 
and run them at a loss. 

The exchange for this was that the 
profits should be shared as bribes with 
politicians and bureaucrats. The result 
was the Indian solution that so enrages 
Mr Gandhi: neither the equal opportuni- 
ty and economic growth of capitalism, 


The new taxes on capital gains and 
fringe benefits introduced by Mr Bob 
Hawke's federal government have inten- 
sified this resentment. Sir Joh made the 
most of it. While Queensland's Liberal 
and Labor parties were focusing their 
election campaigns on local issues, he was 
launching angry tirades against the ‘‘so- 
cialists in Canberra". As soon as he was 
declared the victor, he warned Mr Hawke 
that he would keep up his campaign 
against the federal government's policies. 
"Make the best of it while you're there, 
because you won't be there much long- 
er," he thundered at Mr Hawke. They 
love it in Queensland. 


nor the equality of the socialist ideal. 
Instead, India combines vast disparities 
of wealth with social immobility. 

India's poor no longer suffer devastat- 
ing famines, but around 40% of the 
population is still below the official pov- 
erty line. Yet property prices in Bombay 
have hit Manhattan levels, and the 
wealth of the business families is as- 
tounding. A visitor has only to cast an 
eye at the jewellery around the women's 
necks at a smart party in Bombay to get a 
measure of the scale of this wealth. Very 
little of the big money is new: most of the 
business families established themselves 
under the Raj. 

Education, which in Mr Gandhi's In- 
dia ought to start narrowing differences, 
is still preserving them. Some 8% of 
Indians get free higher education, yet 
only 36% of the country is literate. 
Primary schools lack the most basic facil- 
ities—blackboards, books, sometimes 
even buildings—while the universities 
churn out unemployable graduates with 
useless degrees. 

A rigid system of established privilege 
survives in part because of the 4,000- 
year-old caste system. The caste you are 
born into determines what job you can 
take, whom you can marry, even whom 
you can cook for. It has the sanction of 
the majority Hindu religion: if you are 
born a cleaner your religious duty is to be 
a good cleaner and not to aspire to a 
better station in life. The bureaucracy 
and the Congress party are still dominat- 
ed by the highest caste in the hierarchy, 
that of the Brahmins. Being the best 
educated, they have slipped easily into 
administrative jobs. Another group, the 
Vaishyas, control most business; among 
them the Marwaris, India’s bankers in 
the seventeenth century, are the richest. 

Mr Gandhi, who himself comes from a 
high-caste Kashmiri Brahmin family, 
would like to blow up India’s immobi- 
lised system of privilege with his eco- 
nomic reforms. He has accomplished a 
good deal in the two years since he took 
over from his mother. He seems to have 
a clearer vision of what India ought to be 
than she did. But he will not move the 
Himalayas of Indian conservatism unless 
he masters some of her political arts. 
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Swings, sweeps and the 
triumph of localism 


Reassuringly old-fashioned reasons ac- 
count for the Democrats’ unexpectedly 
big win in the Senate elections. The party 
put forward a group of candidates who 
were, for the most part, articulate, bright 
and experienced, and who campaigned 
on the. matters that were closest to their 
future constituents’ hearts. An excessive 
amount of money, and mean television 
slots, played their part in the campaign. 
But, in the end, most of the new Demo- 
crats in the Senate won on the strength of 
their understanding of local worries-—and 
some of them on merit too. 

Surpassing even their own predictions, 
the Democrats won nine Senate seats 
from the Republicans, losing only one (to 
Mr Kit Bond in Missouri) themselves. 
This was twice as many as they needed to 
regain the control that they lost in 1980, 

They made a clean sweep of the vulner- 
able south-eastern states, taking North 
Carolina (Mr Terry Sanford), Alabama 
{Mr Richard Shelby), Georgia (Mr 
Wyche Fowler) and Florida (Mr Bob 
Graham) and holding on to Louisiana 
. (Mr John Breaux), In the west and mid- 
west, they won Washington (Mr Brock 
Adams), Nevada (Mr Harry Reid) and 


both the Dakotas (Mr Kent Conrad. in 


North,- Mr Thomas: main (ME Al 





in South) and 
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Idaho, Wisconsin, Oklahoma and Penn- 


sylvania. Several of the results were whis- 


per-thin (Mr Conrad won North Dakota 
by 2,315 votes), but the net result is a 
Senate majority of 55-45. 


The voters rejected President Ronald 


Reagan’s argument that he should be 
allowed, without further obstacles, to 
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finish what he has begun. The president 
offered up his reputation, travelling 
25,000 miles to make appearances in 22 
states in the past few months, fighting for 
the candidates who in 1980 slid into the - 
Senate in his slipstream. He can probab 
take the credit for saving Idaho; in th 
other close races, Americans did not. 
translate their undiminished affection for. 
the old trooper into an acceptance of h 
thesis. 
The emotional point that the preside 
made, again and again, on the trail w 
that he would face a stalemate if the 
Democrats won the Senate. Indeed, he 
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went further: his last two years might as 
well be written off. After the event, this 
rather uncompromising message had to 
be swiftly, and radically, recast. His agen- 
da would continue unchanged, said the 
president the day after the election; only 
the tactics would be adjusted. 

The Democrats—who were careful in 
their campaign not to take on the presi- 
dent—are trotting along, in a slightly 
patronising way, to meet him halfway. 
Policies will not be confrontational, said 
Senator Robert Byrd, the leader of the 
Senate Democrats, but the Democrats 
have now been given a mandate to halt 
the administration’s ideas when they go 
too far (a warning, perhaps, to the attor- 
ney-general, Mr Edwin Meese, whose 
themes these days are notably far out). 
Mr Byrd's leadership will be challenged in 
a party election on November 20th, a 
prospect he faces with equanimity—and, 
as the Senate’s most assiduous favour- 
collector, he may be safe to do so. 

Senator Joseph Biden, who, curbing 
his habit of thinking aloud, has worked 
hard for his colleagues on the campaign 
trail, speaks happily of co-operating with 
the president, but adds that Mr Reagan 
will now have to learn to bend a little, to 
be less partisan. Compromise is nothing 
new to the president; in the past year he 
pushed through Congress only just over 
half of his most favoured measures. Yet 
with a newly critical Senate, Mr Reagan 
will certainly have a more uncomfortable 
relationship with Capitol Hill. 

Mr Byrd has been chatting with the 
prospective committee chairmen about 
new trade laws, about financing the Stra- 
tegic Defence Initiative, about policy to- 
wards Central America. With Democrats 
in the House of Representatives given 
new heart by the change in the Senate, 
there could be limited rethinking on for- 
eign, as well as domestic, policy. The 
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Graham, Fowler, Breaux, Sanford: faces of the new south 


Democrats’ new power is that they can set 
the congressional agenda, not necessarily 
see it through; they are curbed by the 
need to cut the budget deficit, by the need 
to bargain, by the roadblock of a presi- 
dential veto. They probably do not, for 
instance, have the votes to override a veto 
if the trade law that they are promising to 
pass turns out to be more protectionist 
than the administration will accept. 


Left is right, new is old 

Few of the new committee chairmen are 
left-wing even by American standards, 
which are elastic. On the contrary, sever- 
al of the great committees will now have 
the familiar old-time look of being under 
the thumb of powerful right-wing south- 
erners. The Budget, Finance and Appro- 
priations Committees could all go to 
southerners who are more conservative 
than the Republicans they replace. The 
Armed Services Committee will go to 
Senator Sam Nunn, the Democrats’ star- 
turn from Georgia, who may question Mr 
Reagan’s star-wars priorities but will be 
stalwart against any weakening of Ameri- 
ca’s defences. Senator Claiborne Pell, 
from Rhode Island, is likely to be a less 
effective chairman of the Foreign Rela- 
tions Committee, and less influential with 
the president, than Senator Richard Lu- 
gar was; attention will be focused on the 
subcommittees. The two committees that 
are bound to turn a bit to the left are 
Judiciary and Labour and Human Re- 
sources: Senators Edward Kennedy and 
Howard Metzenbaum (or possibly Joseph 
Biden) will replace two rigorous right- 
wingers. 

Democrats muse on prodigal members 
of the party returning to the fold. That 
sounds like the stuff that dreams, in the 
glow of a good win, are made on. Yet, 
according to the exit polls, more voters 
identified themselves as Democrats this 
time than in the past few elections. And 
Mr Kevin Phillips, whose books have 
been the basis of successful Republican 
strategy, spoke, in the gloom of a bad 
night, of Republican dynamism passing to 
the Democrats, of it being the end of a 
good run, 

Yet the elections for governor went the 








other way, and most of the more surpris- 
ing Senate wins were based less on a 
swing than on local circumstances: bad 
times in farming states; energetic candi- 
dates, well known to the voters and better 
liked than their opponents; the prospect 
of nuclear-waste dumping; or, in Louisi- 
ana, a hamhanded Republican attempt to 
purge “ineligible” voters that succeeded 
only in galvanising blacks. For these vic- 
tories to be consolidated, the Democrats 
have to find a way of keeping white 
southern votes, as well as attracting black 
ones. And, with their new responsibil- 
ities, they have to find answers, as well as 
laments, for the miseries of rural 
America. 

For, even while the 1986 results were 
pouring in, their effect on the more 
important 1988 presidential elections was 
being assessed. Bad news, it was agreed, 
for Senator Paul Laxalt, who resigned, it 
was thought, to make a bid for the 
presidency but whose handpicked succes- 
sor in Nevada lost; good news, by the 
same token, for Vice-President George 
Bush if the president's first friend is out of 
the running. Senator Robert Dole, re- 
lieved of his duties as majority leader, will 
have more time to campaign but less 
exposure, and less fun. Much of the 
exposure, and some of the fun, will now 
be available to those Democratic senators 
who may, or may not, think of themselves 
as candidates: Senators Biden, Nunn and 
Bradley. Senator Gary Hart, who re- 
signed to collect his money, time and 
thoughts, may feel quite out of it. 


House of Representatives 


A bit less male, 
white, Republican 


WASHINGTON, DC 


All year, the Democrats running their 
party's campaign for the House of Repre- 
sentatives have been warning their fol- 
lowers against exaggerated expectations. 
The Democrats could not, they ex- 
plained, win back seats they had not 
already lost. In the last elections to the 
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House, in 1984, the Republicans made a 
net gain of 15 seats; it would hardly be 
realistic to expect the Democrats to win 
them all back. In the event, their net gain 
on Tuesday of seven seats (15 gains and 
eight losses), apparently giving them 260 
in the new Congress, though less spectac- 
ular than the Senate results, was not a big 
disappointment. 

But the result was undoubtedly good 
for the Republicans. At the end of the last 
two mid-term elections, in 1978 and 1982, 
they held 157 and 165 seats respectively. 
They will have 175 when Congress reas- 
sembles in January. True, they are no 
longer able to count on the solid support 
of “boll weevil” southern Democrats, 
many of whom have been edging back 
towards their party this past year, but 
there are enough Republicans in the 
House to make sure that President Rea- 
gan's remaining agenda, such as it is, will 
not lack support. 

Democratic House candidates were 
less successful than Senate candidates at 
turning farm discontent into sweeping 
victories. Mr Jim Jontz, something of a 
"new populist", won a seat in Indiana 
from which the incumbent Republican 
had retired, and Mr Dave Nagle won in 
similar circumstances in Iowa. But two 
seats in Missouri where the Democrats 
fielded farmer candidates—one of them 
Mr Wayne Cryts, famous for repossessing 
his grain from a silo—remained Republi- 
can. For that the Republicans might 
thank the coat-tails of their successful 
Senate candidate, Mr Kit Bond. Farmer 
Mr “Buck” O’Brien failed to win for the 
Democrats in Montana, and all Nebras- 
ka's three House seats remained Republi- 
can. On the other hand, the Democrats 
easily held on to the seat relinquished by 
Mr Tom Daschle in South Dakota, who 
now goes to the Senate; Republicans had 
hopes for that. 

If the Democrats failed to win big in 
farm country, the Republicans similarly 
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failed to show that they had realigned 
political allegiances in the south. They 
lost two of their four 1984 gains in North 
Carolina and, subject to recounting, may 
have lost a third. Mississippi elected its 
first black representative since Recon- 
struction, when Mr Mike Espy won an 
open seat that had been held by the 
Republicans. That, and Mr John Lewis's 
win in the seat that Mr Wyche Fowler left 
open in Atlanta when he ran for the 
Senate, took black membership of the 
House to a modern record of 23; but 
blacks will be disappointed that it was not 
one more. In Louisiana, they had high 
hopes that Miss Faye Williams would 
collect enough white votes to win a seat 
the Republican incumbent had given up. 
She lost narrowly. 

Women made little headway in the 
House. They had 23 members in the last 
Congress, of whom 19 fought this time. 
All won. But of the 36 women running 
against incumbents or in open seats, only 
four were successful. Of these the most 
energetic may turn out to be Mrs Louise 
Slaughter, once an aide to Governor 
Mario Cuomo, who squeaked to victory 


Governors 
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against an incumbent in upstate New 
York. In the same area, Mrs Rosemary 
Pooler, another Cuomo appointee, just 
failed (subject to a recount) to unseat Mr 
George Wortley. 

The two House members with immedi- 
ate presidential ambitions—Mr Richard 
Gephardt, a Democrat, and Mr Jack 
Kemp, a Republican—both won easily, 
though Mr Kemp's challenger embar- 
rassed him once or twice during the race. 
The House will miss six successful Senate 
candidates and ten who lost in either 
Senate primaries or the general election. 
Mr Bob Edgar and Mr Jim Jones, both 
Democratic losers in Senate races, saw 
their old seats go Republican, as did Mr 
Michael Barnes, who had failed to win 
the Democratic Senate nomination in 
Maryland. It was Maryland's night. Not 
content with an all-woman Senate race, 
the state's fourth district noticed the 
amount of smart political money now 
shifting to New Jersey's Senator Bill 
Bradley and elected, just, Mr Thomas 
McMillen. He now becomes the second 
ex-Rhodes scholar on Capitol Hill who is 
also an ex-professional basketball player. 





Crumbs of Republican comfort 


Governors' races offered Republicans 
their consolation prize. Eleven states for- 
merly run by Democrats put Republicans 
in charge, making the balance of gover- 
norships almost even at 26 to 24. Patron- 
age and other perks of state office should 
help the Republicans build up local par- 
ties for the presidential election in 1988; 
further down the road, this week's vic- 
tories could be a step towards capturing 
state legislatures in 1990 and thus control- 
ling the redrawing—and, presumably, the 
re-gerrymandering—of congressional dis- 
tricts. But although five of the Republi- 
can victories were in the once-one-party 
south, local peculiarities make them un- 
convincing evidence of a Reagan realign- 
ment. Democrats lost more because, with 
27 Democratic-held states out of 36 up for 
election, they had more to lose. Further, 
these governors were last elected in 1982, 
a good year for Democrats, just as 1980, 
when this year's senators were last elect- 
ed, was a good year for Republicans. 

All but two of the 14 governorships 
which changed hands had been up for 
grabs, with no incumbent. One exception 
was Texas, where a former Republican 
governor, Mr William Clements, re- 
gained office largely because his oppo- 
nent had to carry the can for the collapsed 
oil-based economy. Similar oil anguish in 
next-door Oklahoma enabled another 
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Republican ex-governor, Mr Henry Bell- 
mon, to make a comeback. In Alabama, 
Mr Guy Hunt will be the first Republican 
to run the state since post-Civil War 
Reconstruction, but this nondescript pro- 
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Branstad said no to Reagan 
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bate judge rode to power only because of 
an ugly Democratic primary dispute 
which had to be resolved in the courts and 
ended with the furious loser throwing his 
conservative support to the Republican. 
_A Reaganite congressman, Mr Carroll 
Campbell, with lots more money than his 
opponent, defeated an equally conserva- 
tive Democrat to become only the second 
Republican governor of South Carolina. 
Florida was probably the single southern 
state where the Republican gain, by the 
mayor of Tampa, Mr Bob Martinez, 
could be explained as a conservative 
triumph over a liberal. Arizona’s was 
another such race but there the Republi- 
can primary winner, Mr Evan Mecham, 
so alarmed mainstream Republicans with 
his extreme views that they encouraged a 
Republican-turned-Democrat to stand as 
an independent; the three-way split mere- 
ly ensured Mr Mecham’s victory. 
Democrats took governorships from 
Republicans in three states. Financial 
advantage was a factor in Oregon, where 
a former Carter cabinet official, Mr Neil 
Goldschmidt, defeated the equally expe- 
rienced and centrist Republican, Mrs 


Norma Paulus. In Pennsylvania, rust-belt 


unemployment pushed Mr Robert Casey 
to success in his fourth try at the gover- 
norship over the hippie-turned-yuppie 
son of a former governor, Mr William 
Scranton. In Tennessee the folksy conser- 
vative Democratic House Speaker, Mr 
Ned McWherter, blocked one of seven 
former governors up and down the coun- 
try attempting a comeback. Three others 
also failed: Republicans in Ohio and 
Arkansas, and one Democrat, accident- 
prone Mr Adlai Stevenson of Illinois, 
whose decision to cut loose from primary 
winners from the Lyndon LaRouche 
movement left him trailing behind other 
Illinois Democrats as well as his Republi- 
can opponent, the incumbent governor, 
Mr James Thompson. Three ex-gover- 
nors succeeded in recycling themselves: a 
Democrat, Mr Cecil Andrus, by a few 
thousand votes in Idaho, as well as the 
Republicans in Oklahoma and Texas. 
Republicans did surprisingly well in the 
depressed farm belt, winning Iowa, 
where the Republican Governor Terry 
Branstad asked the president to stay 
away, and Kansas, which the president 


Of liquor, lotteries and lingo 


After the votes were counted on this 
year's ballot propositions, casino gam- 
bling in Florida remained illegal, as did 
the possession of even small amounts of 
marijuana in Oregon. Do nof assume 
that a wave of moralising has swept the 
country; counties in Kansas may now 
authorise the sale of hard liquor by the 
glass. Japanese businessmen, whose in- 
vestments the state is eager to attract, 
will now find the hotels in Kansas City, 
Kansas, as congenial as those in Kansas 
City, Missouri. 

Voters in 43 states were asked their 
opinion on various initiatives, Orego- 
nians having to make up their minds on 
16 of them. Many questions, following in 
the footsteps of California's famous 
Proposition 13 of 1978, sought to place 
limits on local taxes. The most far- 
reaching proposal, which would have 
abolished all property taxes in Montana, 
was defeated. Oregon rejected a new 
sales tax, but also threw out an attempt 
to limit property taxes to 1.5%. Califor- 
nian local governments must now seek 
voter approval before raising taxes. 

A number of states had initiatives to 
forbid state-financed abortions. These 
failed in Rhode Island, Massachusetts 
and Oregon, but the vote in Arkansas 
went the other way. Vermont refused to 
add an equal-rights amendment to its 
constitution. After this year's ballots, 25 
states allow lotteries; five more joined in 
on Tuesday. Massachusetts repealed its 
mandatory seat-belt law, and the bid to 
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create a new city of Mandela from the 
poor black bits of Boston failed by 3 to 1. 

Supporters of Mr Lyndon LaRouche 
in California failed in their efforts to 
impose a quarantine on people with 
AIDS; but Proposition 65, to prohibit the 
discharge of toxic wastes into the state's 
drinking water, passed easily. Califor- 
nia's industries—particularly those in 
Silicon Valley keen to develop gallium 
arsenide technology—lost their fight 
against a well-organised coalition of en- 








also omitted from his travels. But a presi- 
dential presence may have boosted a firm 
Reaganite, Mrs Kay Orr, in Nebraska, 
where she became the third woman gov- 
ernor in the country by defeating Mrs 
Helen Boosalis. The only other woman to 
come out ahead, out of nine running in 
the various governors' races, was Mrs 
Madeleine Kunin of Vermont. She will 
have to wait until January for her victory 
to be confirmed by the state legislature, 
since her 47% vote fell short of a constitu- 
tionally required majority. But since the 
legislature went Democratic, she can be 
counted as a win. 

In those races where the only question 
was the size of the victory, two Demo- 
crats—Mr Mario Cuomo in New York 
and Mr Michael Dukakis in Mass- 
achusetts—duly trounced sacrificial non- 
starters. Mr Cuomo exceeded Grover 
Cleveland's record with 65% of the vote; 
Mr Dukakis, facing an even weaker oppo- 
nent, got 69%. They now become white 
charger and dark horse respectively for 
the Democratic ticket in 1988. Mr Bill 
Clinton, the chairman of the National 
Governors’ Association, becomes an 


vironmental groups. 

California's voters were perhaps as 
exercised by one question on their bal- 
lots—not strictly a proposition—as they 
were by the votes for Congress and the 
governor's mansion: the confirmation in 
office of Miss Rose Bird, appointed chief 
justice of the state's Supreme Court by 
Mr Jerry Brown. 

Under Californian law, Miss Bird had 
to come before the voters for reconfir- 
mation, as she had done in 1978, after 
her initial appointment. On that occa- 
sion, she won 51% of the vote. This 
time, after a two-year campaign against 
her by supporters of the death penalty, 
which Miss Bird has always refused to 
impose, 66.1% of voters decided they 
had had enough. Out with Miss Bird 
went two other Supreme Court justices, 
Mr Joseph Grodin and Mr Cruz Reyn- 
oso, both appointed by Mr Brown. Mr 
Reynoso had been the first person from 
California's huge Hispanic community to 
be appointed to the court. 

Elsewhere on the ballot, Californians 
decided that English was to be the 
state's official language. This odd initia- 
tive, sponsored by a former California 
senator, Mr S. I. Hayakawa, is meant 
to speed up the process by which His- 
panics, in particular, assimilate them- 
selves into the linguistic mainstream; it 
would eliminate bilingual voting forms 
and bilingual education, while necessar- 
ily stopping short of doing anything 
about the totally Spanish culture of the 
barrios in California's cities. Consid- 
ered one of the most dangerous ideas 
on the ballot, it is also one of the least 
likely to work. 
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While speeding you to your destination, 
» we know some things should not be hurried. 


a 4 





A. Cathay Pacific, we know the faster we can get you there, the better shape 
you ll be in when you arrive. 

But we also know the value of those things which should not be hurried. Like selecting 
fine wines to accompany your meals and serving them in the correct way. 

It's part of doing everything possible to achieve our prime objective: helping all our 
passengers arrive in better shape. 

Because we understand the better we perform in the air, the better you'll perform 
when you arrive. 


Arrive in better $ —— 
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It took the people of Chase to engineer the 


It takes more than steel and sound engineering 
to build a bridge that connects the European and Asian 
sections of Turkey. 

It takes powerful banking skills, too 

And, to the construction consortium that won 
the bid to build the new bridge, there wasnt a bank with 
better ability than Chase. 

Because out of the 50 or so major financial 
institutions in the world, Chase offers a combination of 











characteristics no other bank has 

For one thing, there is our size and strength. And 
our true global network. This helped us put together the 
international banking consortium that was needed. And 
it also gave us the edge in knowing the market well 
enough to determine not only where the money could 
best be raised from both bank and non-bank sources, 
but also the best ways to time the financing 
Most important, there's our people. People with 














00 million financial structure for this. 


expertise in all fields. From syndication experts to trade 
finance specialists in export credits and aid loans. To our 
undisputed leadership in project finance. All of which 
were vital to this endeavour 

And, all in an environment that effectively 
combines commercial and investment banking skills like 
no other financial institution. 

This total global banking capability that integrates 
size, international network, specialized industry 


knowledge and the broadest range of commercial and 
investment banking products is what sets Chase apart 
from other financial institutions. 

And, its why Chase was able to bring off what 
Euromoney Trade Finance Report called one of the 
most talked about deals of the year’. 

Fully integrated global banking. No matter how 
complex a project it may be, one thing is simple. 

ent the right bank to support it. 





HOW A GLOBAL STRATEGY 
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RE JANE A few centuries ago, Ferdinand 
uw od" EE Magellan made history with the first 
rd EG ZEE global strategy. He proved the earth 

ais far was round and won great acclaim. 
X Posthumously. 

Since then, in spite of the fact we all know the 
“end of the earth” isn't there, more than one company 
has gone overseas and disappeared without a trace 
Circumnavigation, for explorers of all kinds, can be tricky 
business. 

Our business is opening new frontiers. 

T UMS. * It began for us in 1973, when we launched ourselves and our 
weder ad. NS UR o i industry into a new age by teaching computers financial printing. Then 
ee a ms ecu we developed the capability to send and print a prospectus simultaneously in 
aX ay 1. Ar) several cities across the world in a matter of minutes. 

mo wr: ACE ES s Today, with blinding speed, absolute accuracy and total confidentiality, 
we can send almost anything printable almost anywhere business is done. We can 
even link otherwise incompatible data-transmission systems. 

So, a party in a corporate corner office can exchange information with 
colleagues and customers in the far-flung corners of the earth as easily as another corner in the 
same building. With branches all over the world, we can offer a global company the same data 
communication and office-support services we supply to its home office, wherever home happens 
to be. 
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If you've got interests or aspirations on another side of the globe, contact us. We can give 


you a business edge on the earth. 
$3 PANDICK, Inc. 


And help keep you from going over it. 
An edge on the earth. 


| 345 Hudson Street, New York, N.Y 10014 Telex 12009 
Full-service offices and plant affiliations in financial centers throughout North America and the world 

























n incumbent this time, did a 


ood deal worse than in 1982. The only 


other black candidate, Mr William Lucas, 
once the Republicans' great hope for 
_ breaking the colour barrier in Michigan, 
lost. with a poor 3175. 


The. Democrats made up for some of | 
their losses in these races by strengthen- 
ing their hold over state legislatures. The | 
significant gain is in Vermont, where a- 
-tied House and a Democratic Senate will - 
ensure Mrs Kunin's victory. The D Demo- . 


rats also’ gained control of one or more 


houses in Connecticut, Minnesota and. 


<- North Dakota. When all the votes were 
: in, Democrats controlled both houses in 

27 states, Republicans in nine, and 13 will 
have to practise divided rule. Nebraska 
continues its unique one-chamber, non- 
partisan way. 


Trade 


Better, but hold the 
cheers 





WASHINGTON, DC 


When the 100th Congress assembles in 
Januarv, in the shadow of a trade deficit 
that will be bigger in 1986 (about $170 


billion) than it was in 1985 ($148.5 bil- . 


lion), trade will once more become the 


stuff of politics. Some sort of trade bill 


will have to be introduced, for without 
one the administration cannot enter into 













I The worm turns? 


US trade deficit . 
Twelve-month cumulative total. 











. Dollar 
i Trade-weighted — 
: exchange: rate* 1975-100 - 


Source: US Deparment of Comme 


stacks still smoking 


the new round of talks on the General 
Agreement on Tariffs and Trade by which 
it sets such store. 

The Democrats will want a "compre- 
hensive" bill, larded with protectionism. 
The Republicans will resist that, as they 
will any attempt to give special protection 
to the textile industry. Neither task will 
be easy. An attempt to override President 
Reagan's veto of a protectionist bill failed 
in the House of Representatives by a 
handful of votes this summer (some con- 
gressmen may have supported it knowing 
it would fail); with six extra Democrats, a 
veto of a similar bill could. perhaps be 
overridden in the new House, though 
probably not in the Senate. 

The sharpness of this coming debate 
has been no more than blunted by the 
most recent trade figures. The gap be- 
tween imports and exports of merchan- 
dise trade shrank in September to $12.6 
bilion. More significant, the 12-month 
cumulative total fell for the first time in 
over a year (see chart). The new figures 
were enough to suggest to optimists that 
the drop in the value of the dollar since 
February 1985 was at last having its 
effect, making American goods more 
competitive at home and abroad. 

But such glimmers have been seen 
before, most recently in April (when the 
balance improved by $2.5 billion over 
March) and in June, and false dawns they 
proved to be. The September trade fig- 

dicate that the worst is now over, 





stimulate Japan' s economy, let 


secretary, Mr James Baker, has agreed 


. that the dollar's current exchar oe. 


to remain well above $100 billion fo 


e buisbh, wey bey Oy consumer goods could not be mores 


ee 







make the Japanese buy more Amer 
goods. | 
. As his part of the deal, the tre ASU 







stop talking the dollar down, acce 











against the yen is about "right". Howe 
er, even if the current dollar-yen rate 
correct, that will not on its own be enoug! 
to eliminate America's trade deficit. Oi 
current exchange rates and policies, mos 
economists expect America's trade defici 





















several more years. The trend tow 
further protectionism is likely - 
accelerate. dE 

The real trouble is that about. hal 
America's trade gap is with co ; 
(such as Canada and several: Asi 
Latin American nations) whose | 
cies have hardly budged against ti 
since its peak in February 1985. By n 
conventional measures, the. dollar’: 
trade-weighted exchange rate has fallen. 
by almost 3096 since then (see chart), bu 
the true decline is less, because changes in. 
trade patterns are not reflected in the 
index. In particular, the index excludes. 
the currencies of those Asian countrie 
whose exporters have been quick to ge 
into the American market when the Jap 
nese have been squeezed out. 4 

Ideally, to reduce America's tade de 
cit by much, those currencies pegged t« 
the dollar must appreciate. Unless thi 
happens, the dollar will have to T 
ther still against the yen to compen 

One ray of hope: after three unj 
dented months in which the val 






































ed the value of farm exports 
trade moved back into surplu 
and September. But a repor 














lems: the green fevolution i in deve 
countries and farm subsidies in ] 
have seen to that. In 1980 Amer 
surplus of $25 billion in farm. trad 
1985 the surplus was just $7.5: 

In the end, a turnaround in tra 
depend on whether American consu 
can be persuaded to give up their pa 
for imports. It could take more t 
higher prices to force them to do so. 
Commerce Department's commen 













































able to compete on the basis of quality or 
style differences. 
! Or to put it another way: American 
, consumer goods are no longer good 
enough for American consumers. 


f .B-1 bomber 


Overweight and 
 underprotected 





. The air force's svelte new bomber, the 
B-1, cancelled in 1977 by President Carter 
and resurrected by Mr Reagan as the B 
1B, is in serious trouble again, even 
_ though it is supposed to be in full service. 
— The first squadron of 15 B-1Bs, based at 
$ Dyess air force base in Texas, was de- 
. elared operational on October Ist. But a 
series of problems has reduced the new 
. bomber's range, forced it to fly at higher 
 altitudes than those for which it was 
designed and cut the number of cruise 
missiles it can carry. 

The main difficulty appears to be 
weight. In the transition from President 
 Carter's B-1A to the B-1B, the aircraft 
gained about 40 tons. One result was that 
the machinery that moves some of the 
control-surfaces on the wings cannot do 
its job properly in the dense air of low 
. altitudes. More troublesome for the long 
term, however, is that the wing now 
creates such turbulence that cruise mis- 
siles launched from wing racks are blown 
about violently and tend to tumble out of 
. control instead of flying smoothly away. 
Thus, while the B-1 can still carry cruise 
^ missiles in its bomb bays, it cannot carry 
i as many missiles as it was originally 
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wati Lee 


ped to do. 

It seems that the B-1°s electronics coun- 
. termeasures equipment is also not up to 
the job. This shortcoming has nothing to 
do with American design but with some 
. meat espionage by the Russians. Several 

years ago, they managed to get hold of 
^ the *look-down-shoot-down" technology 
. used in the American F-15 fighter. To hit 
P^ low-level targets, high-flying fighters 
= must have radar and missiles, both of 
. which can sort out the target from the 
. "lutter" of radar reflections coming 
"y from the earth itself. 
i The Russians were for years unable to 
7 





crack this problem, so the B-1’s electronics 
 countermeasures were designed more to 
. jam and spoof ground-based anti-aircraft 

missiles rather than high-altitude enemy 
— fighters. Now, with the help of the F-15's 
purloined secrets, the Russians are catch- 
ing up. Within a couple of years, the B-1 at 
low level may well be as vulnerable as a 
. sitting duck for the high-flying new Rus- 
. sian MIG-31 fighter—another reason it 
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may not be able t to carry out the alien 
penetration missions it was designed for. 

To fix the entire B-iB fleet would proba- 
bly cost $2 billion-4 billion and take up to 
two years, depending on how much is 
corrected, But electronics experts argue 
that the United States will not recover the 
lead of five years or so it lost when the F-15 
secrets got out. If this reasoning prevails, 
the air force may give up low-level pene- 
tration for the B-1 and confine it to stand- 
ing off out of fighter range and lobbing in 
cruise missiles, a mission that is hardly 
worth the money it has cost. 

One possible beneficiary of the B-i's 
travails is the Advanced Technology 
("stealth") bomber (ATB), which is de- 
signed to penetrate mainly by appearing 
almost invisible to radar. At a price, 
production could probably be speeded up 
enough to get the bomber into squadron 
service by the early 1990s. However, the 
new Democratic Congress is not likely to 
be happy with such spending; it could 
argue that if the administration cannot 
produce a classic design such as the B-1 
that will work according to plan, there is 
no assurance that it can produce a radical 
new one such as the flying-wing stealth 
machine. 


AIDS 


otraight talk from 
the top 





WASHINGTON. DC 


A country that could put a man on the 
moon, it used to be said, ought to be able 
to find the cure for cancer. These days 
hope is more tempered. In the latest 
report on AIDS, a group of eminent scien- 
tists, assembled by the National Academy 
of Sciences and the Institute of Medicine, 
calls for $1 billion a year to pay for a more 
intensive search for a vaccine or a cure. 
Less predictably, but with more urgency, 
the scientists also recommend the spend- 
ing of another $1 billion a year on an 
educational campaign to try to curb the 
disease's ever-widening spread. 

If the safe-sex message is to reach the 
people who need to hear it most—young, 
sexually active heterosexuals—it will 
have to be strenuously and expensively 
marketed on television in line with soap 
powders and senators. Homosexuals, 
who know the dangers without a national 
advertising campaign, require a more 
sophisticated form of help; intravenous 
drug-users need to be led away from their 
addiction (or, a mark of despair, supplied 
with free clean needles). A national cam- 
paign would be aimed at preventing the 
virus from multiplying unchecked beyond 
these two groups into, and through, the 


be in 
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still largely unsuspecting heterosexual 


population. 


It is reckoned that up to 1.5m Ameri- 
cans are carrying the AIDS virus; between 
a quarter and a half of them, and perhaps 
even more, are expected to get the dis- 
ease itself and eventually die of it; all of 
them can pass the virus on. The scientists 
accept, with reservations, the projection 
of the Public Health Service that, in five 
years' time, people in the United States 
will be dying of AIDS at the rate of 54,000 
a year. 

If these statistics are not to grow even 
more dreadful, say the scientists, the 
American public must be given the facts 
straight. And the first man to make the 
attempt is that august and conservative 
figure, the surgeon-general, Dr Everett 
Koop. In a splendidly frank little booklet, 
Dr Koop says just what AIDS is and what it 
is not: how it cannot be transmitted by 
any ordinary contact and how, precisely, 
it can be passed on by anal or vaginal 
sexual intercourse. Forget all the rubbish 
about catching AIDS from sharing a glass 
of beer or a communion cup with a 
homosexual, being sneezed at or sitting 
on a lavatory seat. But if a heterosexual 
couple are not absolutely sure of a long, 
uninterrupted, monogamous relationship 
they had really better use "a rubber 
(condom) during (start to finish) sexual 
intercourse (vagina or rectum)". Plain 
words. 


Too many victims 
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3 The General Council of Assicurazioni ( re ierali, ‘presided 
Company, met to examine the Gron p: Balance Sheet for ` the 








ASSETS (in: thousands of U. s. H) pe Pon n 1985 yid de ted 
~ Building and farm property - Ce, Pa 2,318,151 ^ -— 3 031. 38^ 
Fixed interest securities ^ ^... Fins : dm o 9,881,600 Us 863,856 
'Shares (including Associates) - | poo 842,354. . 7611 ,005 
Mortgage and policy loans = ooo EE! 71089,8467 ATL BE: 
Deposits with Ceding Companies. Dp vU E uuo; 900,424. 55 75:5310,489 : 
Bank deposits (oo. 444,405 00 AAALATI | 
Accounts receivable and the ássets Urs ues 1,402,432 1,255,012 | 

| 7:77.11,885,212 9,988,238 


























‘LIABILITIES (in thousands of U.S. $) (9) s PME: p 
Provisions for insurance liabilities | DHE wet 9 175,235 1,615,599. 
Reinsurance deposits | LP eet es Pee 144,932 139,285 
Other liabilities C TT UO 7 21,112,650. ` ~~ 995,439 

© Minority shareholders’ interest- ET Doc] wes . 178,790- . 141,065. 
| Shareholders' surplus pue eg a c t s 098,320 965, 689 g 

- Profit for the year - (QUIS. TOWS HERUM. 180,285 i60. BL OE: 
11885212 9,988,238 
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settlers 


By the turn of the century, rural America will be a different 


On the trail of the white-collar 


place. 


Change is already under way. Many middle-sized family farms are being 
shaken out of agriculture, which is being concentrated into fewer 
n 


hands. Meanwhile, cities are spreading far 


to the countryside. In the 


process, the links between city and country are changing, and the old 
distinctions between urban and rural life are becoming blurred 


America used to depend on the so-called 
“foundation industries”: agriculture, 
mining and manufacturing. In recent 
years, all three have been battered out of 
recognition. Their fate has had a telling 
effect on the countryside. To the derelict 


silver towns of the nineteenth century can 
now be added the abandoned mining — 


towns of the twentieth century: the failed 


. copper hamlets of Idaho, the rusting oil 


derricks on stretches of the Oklahoma 


plains, the mobile-home parks in Wyo- 


| : ming where the shale-oil boom failed to 
ignite. 

.. Manufacturing, in the north a feature 

chiefly of cities, was scattered all over the 


south in rural communities; millions more . 
rural Americans still work in manufactur- - 
ing than in Meis dli see d of the ib 








Far East, are seldom trained or educated 
to take up anything else. 

The effect of the closures might have 
been cushioned if the farm economy had 
stayed buoyant. It has not. Farming had 
its gold rushes—the last, ten years ago— 


-and they brought more people and land 


into agriculture than it could durably 


support. Ghost towns now haunt the . 


landscape. some linger around grain ele- 
vators on abandoned railway branch lines 
in Montana, others in the scrub of Texas, 
relics of the days when it paid to raise 
cattle anywhere. | 

Economists in the Midwest and Texas 
say they expect 15% of the remaining 


farmers to give up before the current 
crisis. is over. "Those : who caine i vis id 


longer hungry for American grain, 


| Deregulation in the transport indus 


their airline service. 
agencies that helped them in the pas 
-cheap loans for sewers, houses, park 
electricity supplies have had their u 


and long-established farmers are. givi 
up too. They find that the world is 








they are not prepared to wait until. it 
appetite returns. 

The present miseries of some farme 
have been exaggerated, but not by muc 
Out of 634,000 family farms (about a 
third of the nation's total farms), roughly 
200,000 have debts equivalent to 40% 0 
more of assets. Last year, 5-8% of all 
American farmers got out of the business. 

The farms they leave are turned over to 
creditors, public and private. Some rever 
to grassland and forest. Others are sold ti 
investors, such as insurance companies 
lured in by the gamble that the farming 
slump cannot get any worse and land 
prices will rise: More still are sold to the 
fast-expanding farm-management com- 
panies, which now hold a total of 59m 
acres and 16% of America's cultivated 
land. The farmers sometimes return—bu 
as tenants. Most foreclosed farms becom 
the property of large, impersonal comp 
nies, which pay scant attention to the 
needs of local communities. 

Country towns which grew up to be 
service to family farmers, or cluster 
around shoe factories now competi 
with Taiwan, are in trouble. Rural bank 
are threatened by bad loans to farme 
fertiliser and tractor stores are closing, 
be followed by furniture, clothing and 
food shops. The young prefer not to farm 
like their struggling fathers. As they move. 
out, the schools, churches and civic me 
ings lose their support. The communi 
largely evaporates. 

Those that remain are often isolated 



























































means that many country areas have | 
their buses and, if they ever had on 
And the fe 


reduced or eliminated by the 
administration. | 
Briefly during the boom of the 19 
small rural towns attracted back-t 
ers who migrated from the citie 
quiet, uncluttered life. But they nee 
work as well. Not all found it or, 
D. did, ae on to their jobs. . 










opu tion; between 1983 and 1985, t l 
ire was 48%. Does this mean an un- 
ypable exodus, springing from the de- 
ine of the old rural industries? Not 








1¢ Census Bureau's definition of ‘“‘met- 
ropolitan areas” is deceptive. For the 
venience of statisticians, they are clus- 
ters of counties that include.a central city 
‘50, 000 people or more. But, like amoe- 
bae, metropolitan areas grow outwards, 
and then subdivide. 

Although there is some movement of 
e young, white and affluent back to 
merica's city centres, these are no long- 
‘the fastest-growing areas. Nor are the 
ner suburbs; nor even the outer sub- 
urbs. The population is growing quickest 
in the outer-outer suburbs, the “ex- 
- urbs?— districts so far out that they are 
effectively i in the countryside. Two out of 
ve "rural" Americans now live in coun- 
es that are classified as metropolitan. 
Last year, the fastest-growing county in 
e nation was Gwinnett County, Geor- 
. gia, 30 miles north-east of Atlanta. With- 
. in the same radius of Houston, Jackson- 
lle, Dallas and most of the big cities of 
the south and west, the same thing is 
happening. The houses creep out, each 
one set in plenty of space, and colonise 
the fields, the pasture and the desert. 
_ Rural towns and farms are swallowed up. 
_ Some are transformed from a set of traffic 
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| US farm land : 
<i Average value* 5 
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sprawl could go on indefinitely. Tt 


prope. and the resorts 1 mu 

The retirement community of N 
Beach, South Carolina, has. become a 
city. The population of Clay County, 
Florida, centred on the once-small resort 
of Green Cove Springs, has doubled to 
almost 90,000 since the 1970s. In Arizo- 
na, the population of Mojave County 
increased tenfold to more- than- 70,000 
between 1960 and 1986, with the new 
homesteaders scattered across the once- 
empty desert. 

Most Americans still believe that farm- 
ing is a particularly honest and moral way 
of life; that farmers work harder, that 
community ties in the country are stron- 
ger, and that the country is the best place 
to raise children. These considerations 
bring many of the new “exurbians” out. 
Some also come for the independence, 
and for the sense of self-sufficiency they 
get when they have a piece of ground big 
enough to cultivate—feelings that match 
those of the folk already there. The scale 
and the priorities may be different; but a 
farmer with a computer and a second job 
in town, as many out of necessity now 
have, is not so far removed in sympathies 
from a yuppie with a computer, an office 
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job and four acres on which top play at 
farming. 


Sociologists once fancied.. that this 



















Yum-yum yuppies 


cially in the south and west, are changing 
the face of local. politics. Unwaveringly 
Democratic rural districts have begun 
electing Republican sheriffs, school su- 
perintendents, county commissioners and 
representatives. But how can the new- 
comers help the struggling towns and 
farms within sight of their back porches? - 


Designer farming 

The first effect of the new arrivals is 
usually to push up land values. Some 
farmers can sell out at a profit, or hold 
tight to an improving asset. As newcom- 
ers approach the small towns, banks 
sometimes leapfrog ahead of them, bring- 
ing a much-needed injection of capital 
into a wide region. 

Not all small communities are so lucky. 
Destitution can attract destitutes. City 
have-nots on welfare are beginning to 
creep into ramshackle rural towns in 
states such as Iowa and Oklahoma, bring- 
ing nothing but their dependency. The 
result, eventually, may be ghettoes in the 
country. But there is usually something to 
be salvaged—even. gained—from the re- 
morseless change. _ 

Many owners of middle-sized farms 
may be wary of the new sodbusters, but 
they learn that one way to make ends 
meet is to become like them: part-urban- 
ised, part-rural, and selective in what they 
grow. A small acreage can be profitable if 
it is put under high-value crops, such as 


- alfalfa, rather than corn, or used to1 raise 
Angora. goats instead of of cattle | 


eee ee 
: - 24 *J ^ ?'E 1 E 
I 1 t 4 


> 


a 
ee — "w^ A thane Ay Q^. LU a, — 97. oS A Aoi bti 57.5. 42 


farmer with one eye on the nearest urban 
market, or merely on the tastes of his 
exurban neighbours, can tailor his pro- 
duction to the needs of the ever-swelling 
band of speciality grocers and nouvelle- 
cuisine restaurateurs. 

So far, only 1% of American farmers 
engage in this sort of "boutique farming". 
It is a realistic alternative to traditional 
patterns on both the east and west coasts, 
where there are giant, sophisticated ur- 
ban markets close by; less so in Iowa or 
Kansas, or on the High Plains in the 
Dakotas and Wyoming. But it is not ruled 
out entirely even there. A state policy 
document on development in Wyoming 
states that production for “diet-con- 
scious" consumers could save farms from 
bankruptcy, noting, with no trace of dis- 
couragement, that "there is one such 
restaurant in Laramie". 

A more level-headed approach, espe- 
cially for the heartland, is to concentrate 
on producing a wide range of humdrum 
commodities for local or regional, rather 
than national, markets. Iowa, inspired by 
New England, is preparing to offer $30m 
in low-interest loans to encourage farm- 
ers to grow fruit, vegetables and even 
Christmas trees. It is a start. The next 
step is for farmers to take over some of 
the processing, distribution and selling of 
what they produce. The new exurbias, 
which have brought the market closer, 
give many of them their chance. 

If farmers exploit the tastes of their 
new neighbours, they can also profit from 
their leisure. Many farmers in New Jer- 
sey, where the urban and the rural have 
been mixed up long enough to produce 
good things for both, now make a living 
from breeding horses. It is the fastest- 
growing part of the state's economy, 
yielding $3 billion a year in sales and 
thousands of jobs: jobs in the country 
towns too, with vets and saddlers, and 
work for the young and unskilled, muck- 
ing out the stables. 

In the west, some farmers have found 
similar salvation by turning their farms 
into dude ranches, hunting preserves or 
centres for horse-trekking. If visitors 
come in sufficient numbers, local towns 
get a leg-up too. Any small town in the 
west with a lake or a mountain nearby is 
trying to court the tourist trade. Libby, 
Montana, has gone so far as to give the 
shops on Main Street a Scandinavian look 
with false wooden fronts. The logging 
industry that brought Libby to life may be 
dead, but the shrewd Norsemen who 
worked in it—or rather their descen- 
dants—are still in evidence. 

There remain hundreds of rural com- 
munities, in a wide swathe running from 
North Dakota to west Texas, which have 
no quick or easy answers to the problems 
of decline. Tourists are not about to 
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throng the roads of Kansas. Designer 
beetroot is not about to save the semi-arid 
wheatlands farther south, despite the 
yuppie settlements that are gradually 
spreading out towards the farms. 

Many towns are as aware as the farmers 
of the need to diversify. They are chasing 
new enterprises—car factories, food-pro- 
cessing plants, insurance companies— 
with talk of their central location, low 
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A heavy cross to bear | 


taxes and a pool of labour freshly laid off 
from the farms, the rigs and the mines. 
More than 300 towns in Iowa alone have 
formed economic development commis- 
sions. State governments help sometimes 
with training programmes or venture cap- 
ital, but there are far too few new enter- 
prises to rescue all the casualties of the 
Farm Belt. A few may have to stoop as 
low as the inaptly-named Eden, Texas, 
which offered itself as the ideal site for a 
jail for illegal aliens. 


The new Jeffersonians 

Many farming communities are hanging 
on in the hope that the economy will turn 
in their direction again. Some signs sug- 
gest that the decline in land prices is 
slowing (8% last year, as against 13% the 
year before), and that a weaker dollar 
may make prospects for grain exports 
brighter. Even so, farming will never be 
the same again. It has undergone a funda- 
mental change. 

Farming of basic commodities in the 
1980s overwhelmingly favours large con- 
cerns: those that can take advantage of 
new, expensive seed or cattle strains, 
innovative and costly methods of produc- 
tion, economies of scale and bulk trans- 
port by railroad. With each change in the 
technology of farming—large-scale me- 
chanisation in the 1920s, widespread use 
of chemicals in the 1960s—came further 
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depopulation of the industry. The latest 
spasm, compounded by the simultaneous 
decline of mining and manufacturing in- 
dustry, is a little different. It is less bleak 
thanks to the new colonisers. 

Incumbents running for election in the 
Farm Belt this year have worried that the 
farming gloom would hurt their chances. 


Yet neither Democrats nor Republicans - 


are much blamed, or much looked to for 


ÁN 


salvation. Almost every form of govern- 
ment subsidy for agriculture that could be 


tried, has been. Many farmers have come | 


to accept that market forces are too 
strong for them. The lobbying of govern- 
ment goes on, but increasingly without 
conviction. 

Shrewd candidates for 1988 ought per- 
haps to notice how the longer-term 
changes in the countryside could affect 
the political geography. In the midwest, 
there are now vast tracts of formerly 
Republican country turning out of des- 
pair to the Democrats; in the south and 
west, there are large areas of formerly- 
Democratic farm country covered with 
people who think, and vote, Republican. 

The white-collar settlers have deliber- 
ately set themselves apart from the old 
cities, and they care no more for them 
and their problems than the farmers did 
before them. Their links with work, 
church, relatives and friends are stretched 
out over great distances. Their sense of 
community, their commitment to hard 
labour and their attachment to the soil is 
not entirely on a par with the farmers they 
have replaced. Yet they may well be the 
heirs of the Jeffersonian ideal of agrarian 
democracy, underpinned by dispersed 
land-ownership, which, until now, could 
be applied only to farmers. They have 
gone out into the country, they are stay- 
ing, and now they wait to be served. 
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they Cry 


FROM OUR BRUSSELS CORRESPONDENT 


The mouse of reform born at last Decem- 
ber’s EEC summit is squeaking louder 
than expected. At the time, when the 


Community's leaders at last agreed to . 
make a few adjustments to the Treaty of- 


Rome, the reform was widely dismissed 
as timid in the extreme. Now that. the 


changes are up for ratification. by the. 
national. parliaments of the EEC's 12 
 member-states, they suddenly look bold 





enough to inspire. vigorous opposition. 
 Anti-reform people in several countries 
say they are being asked to. give up too 
much of their national sovereignty to the 
Community. Should they. really. reckon 
the Euromouse has become a Eurobull? 

The Community has already taken 
more powers away from national govern- 











 Don'ttake Euro 


ments d haec denen realise. ; Minis- 





which it finds guilty of running. illicit 
cartels, The commission also controls the 


amount of cash and other aid governe 


ments can dole out to their own indus- 


"tries. And it has the job of speaking for 
the Community and defending its inter- 
ests in trade negotiations—for example, 
~at the recent GATT talks in Punta del Este. 
"Indeed, the whole body of Community . 
law takes precedence over the. national 


laws of EEC countries. National parlia- 
ments are obliged to pass legislation to 
bring their law into line with directives 


issued by ministers in Brussels. The Euro- 
pean Court of Justice is the final arbiter of . 


EEC law and can order governments 


found to be in breach of their treaty. 
Obligations to comply with the rules. In 


short, Community law is national law. 


. The changes. now planned in the Rome df 
Pus ap up ons to be introduced next 


VA T han it. deddy has (iihi is hardly 
D San foreign policy, the Twelve will for 
-ly promise to co-operate with one ano 
- . (though, 
. Syria are anything to go by, such. 

operation will not amount to. much). ^ 

most significant change is the pro 











Ministers to be taken by majority votin 
anstead of by unanimity. But even h 


for a frontier-free ‘market within. the 


All the more so because the EEC's weig 


. member-states plus a smaller one (except 


"when it thinks a piece of legislation is 
against its vital national interest. dE 


the Rome treaty; but stems from the | 


themselves from what they felt to be a 


do), it.cannot be outvoted. The. 
power is often abused. West Germ. 
for example, invoked it last year to p 


` prices paid for their cereals. 
.. Still, majority voting might just ge! 
_ Twelve out of the habit of falling bac 
- the lowest common denominator, eve 
the most mundane of decisions. Bu 
presupposes: skills of judgment and ps 


‘the body responsible for ¢ drafting al 
EEC legislation. The commission i 























































if the recent ditherings 





for more decisions by the Counc: 


the reform has strict limits. : 
“Majority voting will be confined main 
to decisions needed to carry out the p 


Community by 1992. That plan is already 
predictably behind schedule, and ev 
Majority. voting may not be able to save 


ed voting system makes it fairly. easy 
muster a:blocking minority: any. two. 


Luxembourg,- which is too small) 
enough. And, of course, each coun 
retains its national veto, which it can use 


"That right of veto is not enshrined n 


called Luxembourg compromise of Janu- 
ary 1966, which ended General. de 
Gaulle's six-month “empty chair" period, 
during which the French in effect boyco 

ed the Council. of Ministers to defend 


threat to French sovereignty. Under t 
Luxembourg compromise, if à govern 
ment declares an issue to be in its vita 
national interest, and if enough othe 
members accept. this (which they usual 
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EUROPE 


mark (which held a referendum on the 
issue in February), Belgium and Luxem- 
bourg. Britain is about to join them. But 
in Ireland some politicians argue that the 
act calls into question the country’s long- 
standing neutrality; and the wobbling 
Irish government has delayed bringing it 
to a vote, for fear of defeat. Last-ditch 
resistance is also holding things up in 
France and West Germany, the self- 
styled leaders of European integration. 

In the French National Assembly, the 
debate set for last month was postponed 
until November 20th. Revising the treaty 
could cause a row in the conservative 
coalition, with some barons from the 
Gaullist party of the prime minister, Mr 
Jacques Chirac, refusing to give another 
inch of national sovereignty to Brussels. 
The West Germans have still not even set 
a date for debating the reform in the 
Bundestag. Their problem is that EEC 
reform, though hardly a preoccupation of 
the average voter, has become an issue in 
the run-up to January’s general election. 

The states that make up the West 
German federation have belatedly woken 
up to the fact that the impending changes 
in the Rome treaty could affect them. 
Several state premiers, with Mr Franz 
Josef Strauss of Bavaria to the fore, say 
they will accept the reform package only 
if the federal government in Bonn agrees 
to a procedure of consultation on EEC 
matters. Mr Strauss is not acting merely 
to defend regional interests. The issue 
gives him a chance for some pre-election 
sniping at his arch-enemy, the foreign 
minister, Mr Hans-Dietrich Genscher, a 
leading liberal and the main West Ger- 
man architect of the reform. According to 
Mr Johannes Rau, the opposition Social 
Democrats’ candidate for the chancellor- 
ship, Mr Strauss could hold up ratification 
until next March. 

Mr Rau is himself premier of North 
Rhine-Westphalia, and said this about Mr 
Strauss in Brussels on October 27th when 
opening an office to represent his state's 
interests in the Community. Hamburg 
and Saarland already have representative 
offices in Brussels and four other states— 
Bavaria, Baden-Württemberg, Hesse and 
Bremen—are about to follow suit. The 
rush to open these offices is largely a 
result of fears that the Single European 
Act could lead to the federal government 
being outvoted on issues (for instance 
taxation) which constitutionally come un- 
der the states' authority. 

These misgivings look like delaying the 
reform of the Rome treaty, but they will 
not stop it. The transfer of sovereignty 
required to belong to today's European 
Community is modest compared with that 
envisaged by some of the EEC's founding 
fathers. "Supranationalism" and "feder- 
alism" are words no longer heard in 
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Forecourt forever 


FROM OUR NORDIC CORRESPONDENT 


An unusual monument to the age of the 
car is to be preserved for posterity in 
Denmark. The appropriate authorities 
have placed a preservation order on a 
petrol station on the coastal road just 
north of Copenhagen. The state conser- 
vation agency considers it a work of 
outstanding architectural excellence. 
The filling station is one of a number 
of buildings designed in the 1930s by 
Arne Jacobsen along the same stretch of 
road in the suburb of Skovshoved. Ja- 
cobsen, who died in 1971, is best known 
outside his own country for designing the 
"egg chair" (a revolving armchair 
moulded in one piece and looking rather 


like an incomplete egg) and St Cather- 
ine's College, Oxford. He was one of a 
group of outstanding Danish architects 
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Brussels. The idea of a federal Europe is 
dead, or at least in suspended animation 
for a long time to come. As the Commu- 
nity has taken on new members, it has 
become more difficult to keep the EEC 
machine just ticking over. The Single 
European Act is an attempt to oil the 
parts, not to replace the engine. 


East-West talks 


On the fringe 


FROM OUR VIENNA CORRESPONDENT 





If they had looked out of the windows, 
delegates to the 35-nation conference that 
opened in Vienna on November 4th 
would have seen Hare Krishna groups 
chanting in support of their friends in the 
Soviet Union, and Bulgarians and Kurds 
distributing leaflets demanding indepen- 
dence. The aim of this conference, the 
third of its kind, is to look back at the 
1975 agreement and see how it is work- 
ing. Its opening was an opportunity for 
the American and Soviet foreign minis- 
ters to hold their first talks on arms 


and designers—including Mr Jorn Ut- 
zon, of Sydney Opera House fame, and 
Mr Hans Wegener, a leading furniture 
designer—who made “Danish design" 
an international byword for excellence 
after the second world war. 

The conservation agency describes the 
filling station, designed in 1936, as an 
early example of “international func- 
tionalism". In fact, it was too early to be 
properly functional. The station has nev- 
er been popular with the oil companies, 
since it has only one entrance, which 
limits the flow of traffic and trade. For 
many years it was used as a repair 
workshop and not as a filling station at 
all. But it recently reopened as a self- 
service station for one of Denmark's 
low-price independents. 





control since the Reykjavik summit. It 
was also a chance for a flock of human- 
rights groups to get publicity for their 
causes. 

These groups do not all agree that the 
Helsinki process is worth pursuing. One 
of its most articulate defenders is Mr Yuri 
Orlov, a physicist who in 1976 founded a 
"Helsinki monitoring group" in Mos- 
cow—for which he received a long prison 
sentence. Released and allowed to leave 
Russia on October 5th, he has brought to 
Vienna the message that the Helsinki 
agreement is a means by which the West 
can put pressure on the Soviet govern- 
ment and something that can embolden 
Soviet citizens to defend their rights. But 
his fellow exile, Mr Vladimir Bukovsky, 
delivered a different message. “The Hel- 
sinki process is dead," he declared. ‘The 
West is weak." 

On the fringe of this "Conference on 
Security and Co-operation in Europe", 
demands for the restoration of indepen- 
dence to Estonia, Latvia and Lithuania 
were to be heard, and the Polish and 
Ukrainian governments-in-exile could be 
contacted near Freud's favourite coffee 
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house. The Committee for Soviet Jewry 
showed that Jewish emigration from Rus- 
sia, which had reached a peak of over 
50,000 in 1979, had been reduced to a 
trickle. A group calling itself “The Divid- 
ed Spouses Coalition", consisting of 
Americans whose wives or husbands have 
been refused permission to leave Russia, 
likewise pressed their case. 

The meaning of Helsinki for these 
groups hinges on the pledges that the 
signatory governments gave in 1975 about 
respecting human rights and promoting 
freedom of contact and movement be- 
tween the two halves of a divided Europe. 
The Soviet government would much pre- 
fer to shift the emphasis to the other parts 
of the 1975 agreement. Although some of 
the fringe groups in Vienna this week fear 
that the West is veering in the same 
direction, their view of the real meaning 
and importance of Helsinki is evidently 
shared by a good many people outside 
their own ranks. 

“There can be no security in Europe 
without freedom and dignity,” a former 
Archbishop of Vienna, Cardinal Koenig, 
Said at a requiem mass held to commemo- 
rate the 1956 Hungarian uprising. When 
the British foreign secretary, Sir Geoffrey 
Howe, addressed the conference he 
warned the Soviet government that it 
would be “impossible to establish full 
confidence between our states” until it 
learnt to treat its subjects less repressive- 
ly. And the Austrian chancellor, Mr 
Franz Vranitzky, evidently saw no reason 
why his welcoming speech should be 
limited to banal civilities. In today’s Eu- 
rope, he declared, "lasting peace is no 
longer conceivable without the imple- 
mentation of human rights and unhin- 
dered contact between individuals." 


West Germany and Russia 
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FROM OUR BONN CORRESPONDENT 


The Russians have been huffing and puff- 
ing over an analogy drawn in a Newsweek 
interview by Helmut Kohl, the West 
German chancellor, between Mikhail 
Gorbachev and the Nazi propaganda 
chief, Joseph Goebbels. The West Ger- 
man technology minister has had to 
shelve a planned trip to Moscow. Soviet 
diplomats are wearing stony faces when 
they shake hands with West German 
officials at cocktail parties. 

Mr Kohl rarely uses one word when six 
will do. His Gorbachev-Goebbels remark 
(intended to stress the prowess of both in 
public relations) may or may not have 
been to the point, but was certainly 
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A fine time for vegetarians 


FROM OUR MOSCOW CORRESPONDENT 


Big Macs have come to Russia—well, to 
its television screens. On November 3rd 
Soviet television carried a flattering re- 
port on a McDonald's restaurant in New 
York, with the comment that “maybe 
there is something we can learn from 
this". The following day PepsiCo said it 
was discussing plans to open up to 100 
Pizza Hut outlets in the Soviet Union. 
Russians, long accustomed to slow ser- 
vice and food shortages, may be in for a 
somewhat faster-food future. 

Already, at least in the capital, the 
food supply is a bit better than it was last 
year. Grapes, apples, choice potatoes 
and other fruit and vegetables are sur- 
prisingly available in Moscow's licensed 
private markets and its new co-operative 
outlets. They cost more than the food on 
dreary display at subsidised state shops, 
but most people are prepared to pay 
extra for better stuff. 

In fact, competition from the new co- 
operative stores, which have been al- 
lowed to sell private produce, has helped 
to keep a brake on prices. Food there 
costs more than it does at state stores, 
but less than in the private markets. 
Walnuts, for example, cost about five 
roubles à kilogramme at a co-operative 
store, compared to six at the market. 
The private traders are surviving because 
they can always supply the goods, where- 
as the co-operatives are less reliable. 

The improvement in supplies is the 
result of a decision in March to allow 
state and collective farms to sell more of 
their fruit and vegetables privately, for 
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A Big Mac and borsch, please 


tactless. His side made things worse by 
not noticing the problem, then by obfus- 
cating. It is an inglorious episode for the 
chancellery and it gives the opposition 
Social Democrats a bit more ammunition 





higher prices than they get for selling the 
same goods to the state. Soviet farmers 
have been having a better year all round, 
According to the Politburo, this year’s 
grain harvest will be higher than last 
year’s 191.7m tonnes, which was well 
below target. The fact that the Soviet 
statistical office is revealing figures on 
the size of the grain harvest for the first 
time since 1980 may be a sign of greater 
confidence as well as a result of Mr 
Gorbachev's policy of “openness”. 

Fresh vegetables are grand but not, of 
course, a revolution in food supply. Two 
new things worry Muscovites as they 
tuck into their grapes and potatoes. One 
is coffee, which has suddenly become 
defitsitny (“in short supply"). The slump 
in Soviet hard-currency earnings this 
year, a result of cheaper oil, has forced 
planners to cut imports of many non- 
essential goods. They may not have 
considered coffee essential. 

The other worry is electricity. Partly 
because of Chernobyl (which not only 
put a large power station out of action 
but delayed other nuclear-power pro- 
jects as well), and partly because of a 
drought which has affected hydroelectric 
stations, the Soviet Union faces a short- 
fall of 6m kilowatts of electricity this 
winter. Party leaders in Uzbekistan have 
already ordered electric lighting in cities 
to be cut by half until next April. Other 
areas affected include the Ukraine and 
the northern Caucasus. Will Moscow 
itself get through the winter without 
power cuts? 
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(which they dearly need) as the campaign 
opens for the general election in January. 

But it does not mean a durable freeze 
in West German-Soviet relations. The 
two countries’ foreign ministers, Mr 
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- Hans-Dietrich Genscher and Mr Edward 
Shevardnadze, met on November 4th in 
. Vienna on the margin of the Conference 
on Security and Co-operation in Europe. 
They talked for more than two hours 
instead of the scheduled one, and neither 
came out with a black eye. 
Atmospherics apart, ties between the 
two countries have improved in recent 
months. The Russians evidently conclud- 
. ed around mid-year that Mr Kohl was not 
— going to be booted out of office in Janu- 
ary. Like him or not (and, seen from 
Moscow, Mr Kohl's support for President 
. Reagan and his Strategic Defence Initia- 
tive is hardly endearing), the Russians 
think they will have to deal with the same 
West German leader for at least another 
four years. So Mr Gorbachev wrote a 
_ friendly letter to Mr Kohl, and told the 
— East Germans to stem a troublesome 
flood of third-world refugees into West 
Berlin. The East Germans had indicated 
that they could not take action without 
the nod from Moscow. j 
= The West Germans have plenty o 
. things to discuss with the Russians. They 
- are interested in new trade deals. They 
J want to acquaint themselves at first hand 
_ with Soviet thinking on the prospects for 
outs in conventional forces in Europe that 
sould follow a nuclear-arms accord be- 
tween the superpowers. They would also 
like more ethnic Germans to be allowed 
out of the Soviet Union. Not least, they 
wonder when Mr Gorbachev might de- 
cide to come to West Germany. 
. The word in Bonn is that Mr Gorba- 
chev must make the trip before the East 
German leader, Mr Erich Honecker, can 
make his long-awaited visit to West Ger- 
many. A Honecker visit would give a 
great boost to ties between the two Ger- 
 manies. All this amounts to a good reason 
why Mr Kohl, for all his sturdy scepticism 
towards Russia, might now decide to bite 
his tongue. 


gen 
| / nother hope gone 


FROM A WARSAW CORRESPONDENT 


- Poland's economic reform, which never 
really got far off the ground, may be 
heading back there already. The original 
idea was to make Polish industry more 
efficient by making most factories respon- 
sible for their own profits and losses, by 
liberating them from the interference of 
bureaucrats, and by giving workers’ coun- 
cils in many factories the right to elect 
J managers and to have a say in how their 
— factories were run. Now the government 
= seems to have changed its mind. It is 
. planning new laws which will cut back the 
= councils’ powers and formally concen- 
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trate more economic decision-making 


power at the centre. 

Under the new draft laws, the govern- 
ment will have the right to declare a wage 
freeze and intervene to change pay scales 
at factories. Managers will be able to 
ignore decisions by workers’ councils 
which could in their view lead to financial 
problems for the factory. If the workers 
fail to agree on a manager after two 
ballots, the authorities reserve the right to 
impose their own choice. Enterprises that 
hand out wage increases exceeding 25% 
of their profits will forfeit all tax exemp- 
tions and subsidies. Holding companies 
made up of a number of enterprises will 
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n E E 
be set up, presumably because ministries 
feel happier dealing with large units. 
With the International Monetary Fund 
looking over its shoulder, the government 
is worried that inflation, still around 16%, 
will run out of control. Wage increases 
this year are already above target, and an 
imminent round of price rises is expected 
to produce even higher wage demands. 
The government also wants to strength- 
en the powers of factory directors, some 
of whom like to blame their workers’ 
councils rather than themselves for poor 
productivity on the shop floor. Managers 
will not now be able to pass the buck 
when things go wrong and targets are not 


They’ve heard of Maradona 


FROM A CORRESPONDENT IN TIRANA 


"DeHoxhaisation" in Albania, if it ever 
comes, will not come quickly. At the 
Albanian Communist party congress this 
week, the first since Enver Hoxha's 
death in April 1985, there was no echo of 
Nikita Khrushchev's famous attack on 
Stalin in his secret speech to the Soviet 
Communist party congress in 1956. Mr 
Ramiz Alia, Albania's new leader, was 
predictably fulsome in his praise for 
Hoxha, to whom he said Albania owed 
"boundless" gratitude. 

Still, Mr Alia has been cautiously 
reconnecting his country to the outside 
world (though he will still have nothing 
to do with the two superpowers). His 
new economic plan puts much emphasis 
on foreign trade: the aim is to increase 
exports by nearly half over the next five 
years, to pay for urgently needed spare 

arts and new machinery. Mr Alia may 
intend to take Albania out of the isola- 
tion and backwardness of the Hoxha 
years, but there is to be no rush about it. 

A short visit to his country is enough 
to show how far it has to go. The 
economy is slowly falling to pieces. The 
largest factory produces spare parts for 
machines that were out of date years 
ago. Most consumer goods look like 
props for a 1950s' film. 

The capital, Tirana, is a mixture of 
Soviet-inspired grimness and the rem- 
nants of pre-communist days. Huge, 
wide avenues lead to grubby alleyways 
with crumbling pavements. Although 
the main Skanderbeg Square, named 
after the national hero who led a revolt 
against the Turks in the fifteenth centu- 
ry, is mainly modern, the closed-down 
mosque (religion, remember, is banned 
in Albania) is a reminder of the past. 
Street lighting, apart from the area 
around Skanderbeg Square, is almost 
non-existent. Not far from the centre, 
factories stand next to cramped housing. 
The relatively luxurious and imposingly 
guarded villas in the central park are 
reserved for top party men. 

The few cars to be seen in Tirana are 
also strictly for party officials and diplo- 





mats. Ordinary Albanians are not al- 
lowed to own them. So getting around 
the capital means walking, bicycling or— 
if it ever comes—catching an over- 
crowded, dirty bus. There are a few 
taxis, but how you attract their attention 
remains a mystery. 

Having a good time in Tirana and 
other Albanian cities is almost exclusive- 
ly a male pursuit. Women are rarely seen 
in bars or restaurants. The men seem to 
spend most of their ibe d huddled in 
ill-lit bars, sipping wine or beer, crunch- 
ing nuts, and discussing life. 

When the policemen are not looking 
(admittedly, a rare occurrence) Albani- 
ans like to practise their English with 
foreigners. Young people, in particular, 
are fascinated by the world outside. That 
could be seen from the names children in 
a school near Durres had etched on to 
their desks: their new idols are not 
Ramiz Alia or Enver Hoxha, but Ma- 
donna and Maradona. 
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COME TO SHERATON. 


Come ten minutes from the airport, to 
the centre of government of 
administration, of exhibitions. Come to a 
superb new business centra, with word- 
processorand 24-hour telex, Come to 
Cdiros oasis of relaxation - to poolside 
cabanas ond bars and a dazzling array 
of fine foods from many lands. Come to 
the Heliopolis Sheraton... where 
Egyptian hospitality comes alive, 
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If you have sterling funds to invest, find out aboutthe 
Sterling Money Account managed by offshore bankers, - 
Tyndall & Co (Isle of Man) Ltd. | 


You eam high interest (the result of Tyndall Group's: 
muscle in the money market) and enjoy the convenience 
ofa cheque book for all normal banking services, including. 
instant access to your funds, and payment of large bills 
(minimum cheque £250). The account can also be used fo 
standing orders. 


Investment is in UK banks, local authorities and — 
building societies. Interest is credited four times a year, with 
the interest itself earning interest to give you an even higher 


return (currently 10.78%). Post the coupon for details. 


* Rate at time of going to press 


To: Tyndall & Co. (Isle of Man) Ltd, Dept | 
PO Box 62, Tyndall House, Kensington Rd, Douglas 
Isle of Man, U.K. Tel: (0624) 29201. Telex: 628732. 

Please send me details of Tyndall Money 
Accounts. Sterling O US Dollar O | 


Name 
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| 62596 Class 1-A Notes Due October 17,1988 ` 6.90% Class 1-B Notes Due April 17,1989 


$1,320,000,000 
6.95% Class 1-C Notes Due October 15, 1990 





The Notes will be secured by two pools of recently originated retail automotive installment sale contracts (the “Receivables”) 
purchased from General. Motors Acceptance Corporation (“GMAC”), all monies due thereunder net of servicing 
and other fees, security interests in the vehicles financed thereby, GMAC's limited guaranty of payments 
under the. Receivables, and certain other collateral. The Receivables. will be secured by new 
automobiles and light trucks and will be serviced by GMAC. 





of GMAC, as described in the Prospectus and © | 
he Issuer and are not insured or guaranteed o oo J 
other person or entity. The Issuer dE 


Although payments on the Receivables are supported by a limite 
related Prospectus Supplement, the Notes represent obligatio 

| by The First Boston Corporation, First. Boston, Inc, GM 
has no significant assets other than those pli 










ollateral for the Notes. 
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Most Poles now reckon that the reform 
is dead, even though the word "reform" 
. continues to be repeated like a mantra in 
politicians’ speeches. Ministerial resis- 

tance to letting factory managers take 
more of their own decisions has always 
been strong. Workers' councils have nev- 
er been given the chance to organise 
themselves into real pressure groups. 
Now the government has to push 
through an austerity programme that 
must somehow try to reduce subsidies and 





increase retail prices without setting off 


riots. By taking more economic power 
more openly into its own hands, the 


government will also have to carry the can. 


by itself if things go wrong. 


Ireland | 
Provisionally split 


Irish voters will have a chance to add an 
extra complication to Ireland’s politics at 
the general election that must be fought 
by next autumn at the latest. Sinn Fein, 
the political wing of the banned Irish 
Republican Army, decided on November 
2nd by 429 to 161 votes at its annual 
conference that its candidates, if elected, 
would take their seats in the Dublin 
^s parliament. About 100 delegates, led by 
"the party's veteran propagandist, Mr 

:C Rory O'Brady, at once walked out of the 





conference to establish a new splinter 


-group which will continue the old. “ab- 
stentionist" policy of boycotting both the 
parliaments that govern divided Ireland. 

The vote was a victory for the party's 
president, Mr Gerry Adams, who was 
elected in 1983 from his native West 
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with Mr Haughey. 


Extremist parties that advocate vio- 


lence do tend to split. Sinn Fein did soin 


1926, 1934, 1938 and 1970, each time on 
the issue of whether to take seats in the 
Dublin parliament. In 1970 its conference 
voted for taking seats; the majority, “offi- 
cial”, faction adopted Marxist notions, 
and has now transformed itself into the 
tiny Workers’ party, dropping the name 
of Sinn Fein altogether, while the “Offi- 
cial IRA" is defunct. It is unlikely that Mr 
Adams and his new majority faction will 
follow the same path. They are not no- 
ticeably left-wing, but old-fashioned Ro- 
man Catholic nationalists who regard 
open political activity as a useful supple- 
ment to the main business of terrorism. 
The dissidents of 1970 called them- 
selves the Provisional IRA and Provisional 
Sinn Fein; Mr Adams, then aged 21, was 
heading for internment as one of their 
leading fighters. Their chief public 
spokesman was the same Mr O'Brady 
who led this week's walk-out. He has long 


Europe's cities: Basle 


stands on 


though it is—and accidents 


The Swiss like to get on well with their 
neighbours, none more so than the peo- 
ple of Basle. With a little under 200,000 
inhabitants, it straddles the banks of the 


Rhine at the bend where the river turns 
' north between France and West Germa- 


ny. Twenty-three years ago, a few enthu- 
siastic citizens decided the only way to 
break through the tight corset of their tiny 
city-state was to revive the transnational 


co-operation once natural along the up- 


Hands across the borders 


Third in population after Zurich and Bern (and like all Swiss citie 
looking bigger than it is), Basle is so tightly hemmed in that its air } 
rench land, with a special fenced-in road to the Sw 
border. In the early hours of November 1st, the fumes from a fire at a 
warehouse of one of its chemicals companies reminded its neighbours 

! and West Germany how close they all are. But 
apart—E 
Switzerland correspondent reports 


-buy a new ticket in a new currency, 


































Theold Adams _ 


argued that political action will nev 
drive the British out of Ireland, holdi 
that only violence will do the trick, even 
it is unpopular with the general pub 
After 1970 the Officials and the Pro 
sionals consumed much energy in fighting 
each other. It would make many Irishr 
happy if history repeated itself. 
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Freiburg im Breisgau in West German 
and has a population of some 2m. Ba 
believe the Regio can be a model: 
other parts of the world. Requests 
advice have come from as far away a 
San Antonio region by the Texas-M 
border. | 

One of the Regio's successes 


port. This year, with the intr 
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833 peasants’ revolt, which still rankles 
after more than 150 years. How, ask the 
“ity people, could they forget the last 
recorded (though contested) instance of 
cannibalism in Switzerland, when the 
Liestal peasants cut of the ears—and, 
ome murmur, other appendages—of the 
rave Lieutenant Wyss, and ate them in a 


listory has not always frowned on 
Basle. In the fifteenth century an ecu- 
jet ical. council met there for two de- 
ades, attracting enough clerics and 
sribes to make papermills a local growth 
idustry. The papermills in turn attracted 
ikmakers, which led to dyestuffs and 
entually to the chemical industry which 
Xlay—through Ciba-Geigy, Hoffmann- 
à Roche and Sandoz—gives the city 
auch of its wealth. 

The three chemical companies tower 
ver the city, literally and figuratively. 
‘he only other big employers are insur- 
nce companies and the Swiss Bank Cor- 
oration (the odd-man-out among the big 
hree Swiss banks, in that its headquarters 
re not in Zurich). Wages in the chemical 
ompanies are 25-30% higher than in 
parable jobs elsewhere, and modern 
mical plants require few unskilled 
kers. So Basle is a thoroughly well-to- 
o place, with an income per head higher 
in Zurich's. 

hemistry is a dangerous industry, as 
Baslers knew even before the fire at 
Sandoz warehouse on November 1st, 
ich killed. nobody but added some 
xious chemicals to the Rhine and 
used a scare to all three countries—not 
st because the co-operation between 
he Swiss and French authorities in raising 






























ity in Switzerland. Fanatics about keep- 
ig their river clean, Baslers I 












he alert was less than smooth. Basle has _ 
come the most environment-minded : 





rrent in the shadow of the c 
harbour authorities. ‘punctiliously 
send their scrub-boat around the barges, 
and woe betide any factory upstream that 
backslides on its — water-treatment 
obligations. - 

Opposition to nuclear-power plants is 
remarkably strong in Basle (over 80% in 
the last referendum). Chernobyl was al- 
most welcomed by Baslers, convinced 
that Russia's radioactive blow-up will 
help in their fight to stop construction of 
the Kaiseraugst nuclear plant in the near- 
by—and pro-nuclear—canton of Aargau. 
Six nuclear plants in three countries are in 
service or under construction within a 20- 
mile radius of the city. | 

Noise pollution is not a problem. Basle 
was the first Swiss city to offer a cheap 
monthly ticket for public transport. 
Baslers may not yet have sold off their 
cars, but many have stopped using them 
for daily runs in the city. Pedestrian and 
cycling zones have spread widely, creat- 
ing an almost miraculous urban quiet. 
Occasionally accompanied by the whish 
of a tram, street musicians have a heyday. 





Anything goes, up to a Swiss point 

Other Swiss tend to consider Basle a 
rather dull place compared with Zurich. 
Certainly, its shops and houses are less 
showy than Zurich's, its theatre less inno- 
vative. But Baslers are justifiably proud 
of their musical life, and even more so of 
their 26 museums (including one devoted 
to cats), which spill over into some ex- 
traordinarily handsome open-air art. 

In the nineteenth century “pious 
Basle” was a centre of the missionary 
movement, yet it has always. shown a 
tolerance rare in other Swiss cities. While 
Calvin thundered in Geneva, Protestant 
Basle’s city council welcomed a delega- 
tion of Jesuits, left the Knights of Malta 


Bas ave con- — 
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taboo in Geneva, has long been common 


in Basle, where nude male swimmers 


strolling upstream along the riverbank in 
the centre of town raise nary an eyebrow, 

What does tend to shock Baslers is the — 
level of public spending in their canton. . 
With a budget of SF12.2 billion ($1.3 
billion), it is the highest per capita spend- 
er of any canton in Switzerland. But the 
local government (as in most Swiss cities, 
a coalition dominated by the centre-right) 
has its excuses. Basle is alone in having to 
pay for the amenities of a city and, with 
the same budget, having to fulfil the 
obligations. of a Swiss canton: health, 
social security, education (including the 
university, Switzerland's oldest), police 
and security. Switzerland has no federal 
police force, not even for border pa- 
trols—and nearly 200m people cross the 
border at Basle each year. 

The canton of Basle City has lost al- 
most a fifth of its resident population over 
the past ten years. Most have moved just 
across the cantonal border to Basle Coun- 
try, where both house prices and taxes are 
lower. Almost all of them work in the 
city, as do 12,000 French border-crossers 
(2296 of the Sandoz workforce is French) 
and almost as many West Germans. 

Once a year, however, Baslers like to 
forget about the outside world: during 
their carnival. Tourists are discouraged 
from coming in the first week in Lent. 
Starting at four o'clock on the Monday 
morning, Basle works off a year's mild 
frustrations in three days of music, cos- 
tumes and poetic licence. Bakers and 
research chemists, lawyers and drapers all 
prance through the old city playing fifes 
and drums and insulting each other in 
elegant tests written in the local dialect, 
which makes them impenetrable to non- 
Baslers. As they are meant to be. 
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Global investment management 
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SAIPEM. MEETING THE DEMANDS OF 
A CHANGING WORLD. 


A changing world makes new demands 
on any company providing complex contracting - dns RR 
services. With our people, skills and equipment In the Mediterranean sea Saipem S Castoro Sel laid Trans: 
Saipem continually meet that demand. med - the deepest underwater gas pipeline n the world. his 

zd , i pipeline, linking Africa to Europe, rests on the seabed in 2000 

You'll find us drilling, laying pipelines, feetof water. This contract, like many other Saipem contracts 

building power stations, aqueducts and industrial the world over, witnesses Saipem's high technical skills. 


plants, installing sealines, offshore platforms, marine 


terminals. We're spanning deserts, crossing 
ENI GROUP 


mountains, descending to the ocean's depth. = E 
Using our skill and expertise we're ready MÀ 
to solve the new problems of a changing world. 
The people,the skill,the equipment. 


Saipem contracts worldwide 
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On top of the world 


These are heady times for the business of investment manage- known in the securities industry as t "m 
buy side”, as it is their orders which p: 


ment. If the 1970s were the age of the inflation hedge, be it gold, the salaries of the hordes of transa tior 
property or fortified wine, the 1980s have witnessed the cult of driven brokers, dealers and traders. 


oe With commissions falling, electro iC 
the financial asset. That, as Christopher Wood reports, has been dealing well on.its way and féseal 


good news for the growing number of men and women who increasingly carried out by the mone 
managers themselves using computerise 
make their money out of managing other people's money screening techniques which bypass dh 
Equity and bond prices have risen nearly has matured, individual investors have broker, power in the financial market 
everywhere, thanks to the twin virtues of also jumped on the bandwagon. In those has swung to the investing instituti 
disinflation and falling interest rates. This countries where interest rates have fallen, Yeti it is the pisa) and broke IS 
has increased the value of funds under investors seeing the interest paid on their _ 
management dramatically. Assets man- deposit accounts dwindle have jumped 
aged by America’s 100 largest money into equity and bond funds. From Ameri- 
managers rose by 25% in 1985 to $1.5 — ca to Britain to Japan to Italy to Brazil, come r'simost part. of. the 
trillion. America's funded pension. assets sales of mutual funds and unit trusts have money managers, be th 
also amounted to $1.5 trillion at the end | hit record levels as stockmarkets. have Hongkong, Tokyo, Zurich 
of 1985, which is equal to a quarter of risen on this glut of liquidity, —. ^ deliberately shun the limel 
America's gross national product or one The institutions at the receiving end of ' Yet there are good reaso 
half of the total net equity of all American this cash have profited accordingly. They about the business of moi 
companies. Worldwide funded — pension are the custodians of the world’s. capital, ment. It is an intrinsic part o 
assets totalled $2.4 trillion. — — be they insurance companies or their. wide boom in financial serv 
So buoyant have financial: markets investment management subsidiaries, in the vanguard of the Blaby 
= that ei pension funds have gone commercial or merchant banks, indepen- that Areca 
ding.a number of comp: dent investment companies or small spe- 
cialist boutiques. | 
T his survey is about such money man- in 
ers as these, wh the business of 
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he running was first made by 
private companies, but the move 
rseas securities is now being 
merica's public pension 
s the habit grows, the momen- 
'ems unstoppable. 
market of huge potential is 
n, the world's new rentier. With its 
capital surplus and high savings 
Japan represents the most lucrative 
tapped market for non-Japanese 
ey managers. Not all of the country's 
pile will stay in Japan and not all of it 
be spent building factories. That 
ints to the further internationalisation 
f investment portfolios. 
Other smaller countries are also in- 
reasing their international portfolio in- 
estment. International (that is, all mar- 
Outside America's) and global (that 
all markets including America's) in- 
estment of pension fund money out of 
ondon, New York and Tokyo has grown 
wo to three times as fast as domestic 
ension fund investment—which itself 
grown by 20% in the past five years. 
'oday non-domestic pension fund invest- 
t equals $80 billion, nearly double the 
billion recorded in 1983. By the early 
S, Says. InterSec, a specialist consul- 
/, $300 billion or about 8% of total 
ension assets will be global. 


he heart of the matter 

is is the guts of what people mean 
en. they talk about 24-hour trading 
etween the world’s financial markets. It 
leans a lot more than higher salaries for 
joney managers who know how to invest 
ey outside their own domestic stock- 
rkets. It also means more and more 
rüments competing for the world's 
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abet emerging. ds. t and 
profitable areas for institutional invest- 


ment. Finally and crucially, - it. means 


more money going into equi Hes, the risk 
capital of the world. x 

The global investor has. dud “dis- 
covered” several small stockmarkets in 
the past two years, be it Europe’s Italy 
and Spain or Asia’s South Korea and 
Taiwan. The arrival of international equi- 
ty money can have a dramatic effect on 
companies in such countries as it reduces 
their age-old dependence on bank loans. 
As governments realise the virtuous con- 


: for the best of reasons. It makes practical 























investment will survive this Bier des 


investment sense because it recognises. 


that national boundaries are. nothing but 


artificial restrictions. to efficient invest- 


ment. 


If the excitement in money manage- | 
ment today is the move towards global 
investment, to understand the business 
itself it is necessary to look first at Ameri- 


ca. It is here that the industry is most 


highly developed. Other countries will 
follow America's example. 


A high profile and a high status 


In America the successful portfolio manager enjoys both 


That is one good reason why there are so 
many companies in America managing 
money: 1,500 serious players at the last 
count. Stars of the industry are. consis- 
tently lauded in the press while the public 
pours money into their flagship funds. 
One of the more famous is Mr Peter 
Lynch of Boston-based Fidelity Invest- 
ments, whose Magellan equity. mutual 
fund totals over $6.5 billion, the biggest in 
the industry. 

His standing in the American industry 
is significant. In London, which is still the 
world's capital for international money 
management, the “fund manager" has an 
altogether humbler status. The- invest- 
ment management arm of a City mer- 
chant bank is still considered inferior to 
the banking or sd finance 
departments. 

Quite why is a mystery, as investment 
management is both a challenging: and 
competitive pursuit. Successful money 
managers are always pitting their- wits 
against the market in a constantly chang- 
ing game, for by its very nature invest- 
ment is a contest. 

Money management is also a profitable 
business with very low fixed costs. The 


investment management firm does not 


need. the huge amounts of capital re- 


quired by New York investment banks or- 


increasingly by City of London merchant 
to buttress themselves against trad- 





ing. losses. ‘That makes money manage- 





ment a less no business. As he. cost tof 


famous living money manager, works 
from the Bahamas. Electronically, he is 
plugged into all the information he re- 
quires. There is even a respectable argu- 
ment that distance from the fray pro- 
motes a healthier perspective. 

The quality of earnings from managing 
money is also superior to that gained from 
the securities dealing business, where 
high-risk, high-volume trading increas- 
ingly accounts for the biggest chunk of 
profits. Stockmarkets agree. The London 
market values fund-management compa- 
nies on price/earnings ratios of between 
12 and 20 while the new financial con- 
glomerates created out of -mergers of 
merchant banks, stockbrokers and job- 
bers command ratings of only 6 to 8. 

In America money managers compete 
fiercely. In London they are only just 
beginning to do so. In Switzerland and 
Japan the competitive game has barely 



















US money-managers’ assets, by type 
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The New York hub 


begun, with long-standing business rela- 
tionships still the deciding factor why one 
institution gets a company’s money to 
manage. If the fund manager knows he 
will be managing an account regardless of 
performance, he will not try so hard. 

It is in America where the performance 
measurement game, be it of pension fund 
or mutual fund, has reached its zenith. A 
whole industry of pension fund consul- 
tants has grown up in the past 15 years to 
measure managers’ performance and ad- 
vise pension fund trustees on where to put 
their money. The result is that American 
money managers have long grown accus- 
tomed to having their performance ana- 
lysed and measured each quarter. 

The familiar criticism is that this has led 
to overtrading as money managers seek 
short-term gains to boost their immediate 
performance at the expense of long-term 
prudence. Maybe. But that is a game 
which only the stupid play. 

Ultimately, short-term trading of a 
long-term portfolio, which usually means 
chasing the market’s latest buzz, will blow 
up in the manager’s face. Nobody can 
hope to get every move in the market 
right. It is far more important for the 
money manager to pick the major "turns" 
in the market. The last big turn came 
when the benefits of disinflation to com- 
pany earnings were recognised. This 
sparked the 1982 bull market. The next, 
of course, will come when it is recognised 
that that trend has been replaced. 

Although it is fashionable to criticise 
the dangers of quarterly measurement, 
most American money managers and 
overseas managers competing for Ameri- 
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can pension money accept it is here to 
stay. Nor do they regard it as bad. 

They are right. It would be both arro- 
gant and unrealistic to deprive a client of 
available information. Each account has 
the right to know if it is up or down on its 
money. Nor is even the most unsophisti- 
cated pension fund trustee dumb enough 
to dismiss a manager on the basis of one 
quarter's performance. Most managers of 
pension funds, even in America, agree 
that they are given at least three years to 
prove their worth. 

The real point of today's performance 
measurement game is that it tests the 
mettle of individual managers. If they 
start feeling after a few bad quarters that 
a gun is pointing at them, they will begin 
making the wrong decisions for the wrong 
reasons. A more confident manager who 
believes in his strategy will not be pan- 
icked into trying to trade his way up the 
performance tables. 

Take Japan this year. Many interna- 
tional managers (that is, those with ac- 
counts mandated to invest outside Ameri- 
ca) have badly underperformed Morgan 
Stanley's Europe Australia Far East 
(EAFE) Index. The reason is they have 
been underweight in Japanese equities, 
which account for 56% of the index. 
These managers have been put off by the 
sky-high levels of the Japanese stockmar- 
ket where price/earnings ratios of over 50 
are commonplace. Any manager who 
took a conventional view on “value” in 
Tokyo has got it wrong. In this position it 
is important to explain to the client why 
the manager has underperformed. 

Many of these increasingly powerful 





consultants are former stockbrokers who 
spotted a niche. They have carved out 
another role besides that of measuring 
performance. They also advise pension 
fund trustees on how to divide their 
money between different styles of manag- 
ers. This is a form of elaboration which 
has only just begun outside America, 
though British pension funds, the next 
biggest market, are already quite familiar 
with the American consultants' pitch. 
The rationale is that different managers 
offer different styles of management and 
that money should be allocated 
accordingly. 


A plethora of labels 


A plethora of labels has been invented to 
meet this need to pigeonhole managers, 
as it is obviously in the consultants' inter- 
ests to fragment the industry. There are 
"growth" investors, "value" investors, 
"contrarians", "sector rotators", ''mar- 
ket timers" and a whole bundle of others. 
Whether these labels mean much is de- 
batable. Probably not. One money man- 
ager wryly told this correspondent: “My 
view is that most people try to buy things 
which they think are going up." 

But however meaningless, that does 
not mean the labels are unimportant. Far 
from it. Consultants make their living 
from advising pension fund trustees. 
These trustees, terrified about law suits 
from beneficiaries and often ignorant 
about investment, need someone to lay 
the risk off on. The consultant serves that 
need. 

Anxious to expand their role, consul- 
tants are increasingly assuming responsi- 











g been taken over by the consultant. 
money managers do not like this. 
ise the consultants have the ear 
he pension: fund trustees, they are 
liged to go along with the game if they 
int. the business. So it has become 
1 ential for money managers to demon- 
‘ate, however dubiously, the consisten- 
of their individual investment style. 
Hs is: can be more important in winning 

C actual ^ investment 








































How o this nonsense will continue is 
debatable. Probably until the next bear 
market, which will show how vital it is to 
ink the asset-allocation and stock-picking 
functions to the person actually doing the 
nvesting. In. other words to sell stocks 
ind move into cash. 


Easy riders 


is convinced have pension funds become 
of the merits of putting a portion of their 
money, often 50% or more, into the 
tocks included in the Standard & Poors 
r some other index that this type of 
nvestment has not simply taken flight: it 
nas exploded. 

In 1985, indexed assets in American 
nsion funds rose by more than 70% to 
er $81 billion. The next six months to 
ne 30 last saw a 59% jump to $125 
lion -according to Pensions & invest- 
nt Age. Of that sum $101.5 billion was 
equity. indexed funds and $19.6 billion 
ed-income indexed funds—a_ more 
nt but growing area. 

t the end of 1985, 20% of the equity 
ings of America’s 200 largest pension 










ancisco-based bank, Wells Fargo, the 
arket leader and a pioneer of indexation 
ie mid-1970s, had $41 billion of in- 
xed funds under management, against 
4 billion at the end of 1984. In 1980, 
merican indexed funds totalled a mere 
billion. 
















tor to be “invested. in— i 


s were indexed. By June 30th a San | 


indexation's popularity is | easily ex- 
ined. In recent years 70% of active Brow 
ney managers have: been underper- E- 





er unhealthy result is that it allows onsul- 
tants to act as surrogate money managers 


while also posing as arbiters of perfor- - 
mance measurement. That really i is eating | 


your cake and having it. 


However irritating the consultant, he 
remains a fact of life with whom. the. 


money manager must work. More i imme- 
diately worrying, however, is. the ‘huge 
growth in indexation, or ' ‘passive’? money 
management. This is an intrinsically me- 
chanical device that poses a direct threat 
to the claim of all money managers that, 
by a combination of intellect and. intu- 
ition, they. can consistently outperform 
the market. 


‘Indexation is unAmerican. It's a cop out." At was this kind of gut reaction 
which has traditionally prevented the growth of indexed funds. No Jonger . 


Historically the record is not much better, 
with the index consistently outperforming 

50% of managers. In other words the 
index is always performing better than the 
average manager, though it rarely makes 
it into the top 25% of the class. 


Top 20 index fund managers | 



































way a “handling unw 
Their strategy is to inde rge m 
of their. portfolio, leaving. the Test t for 
more aggressive risk. management. IBM's 
$15 billion pension fund is currently 50% 
passively. invested in indexed funds; the 
plan is to raise this proportion to 75%. 

International indexed funds are also 

catching on. Here the market leader is 

Boston-based State Street Bank and 
Trust Co. It set up. an international in- 
dexed. fund service eight years ago but 
had little response until last year when its 
international indexed funds under man- 
agement jumped to more than $2 billion. 
That is out of the $32.6 billion of Ameri- 
can institutional money currently invest- 
ed overseas. 

State Street’s index fund buys 750 equi- 
ties of the 800 currently. quoted on 
EAFE--the benchmark for international 
investment. Active managers have re- 
cently found it hard to outperform this 
index, though many blame that on what 
they view as a bad (that is, unrepresenta- 
tive) index. In early 1984 Japanese bank 
shares, a heavily weighted group in EAFE, 
suddenly doubled in value. Consequent- 
ly, nearly every international money 
manager underperformed. 

Where will indexation end? The easy 
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G the offshore managed currency fund 
with the launch of the International Fund in 
May 1980. Since launch the fund has produced 
a total sterling return of +310% (4+153.6% in 
US$) — that’s an average annual return of 
+25% in sterling (-- 15.896 in US$). | 
Offer to offer basis with gross dividends 
reinvested 23.5.80 to 25.9.86. 





EXPERTLY INVESTED 


Despite volatile markets this expertly invested ‘basket’ 
of leading currencies has consistently met the aims of 
the Fund’s managers — long-term capital and income 
growth. 








The fund's offshore location allows it to pay all returnsto 
investors gross. Charges are 212% at entry and 12% per 
annum thereafter. Minimum investment: US$3,000 or 


the equivalent in any major currency. 





INFORMATION | 





All dividends are paid gross. Foracopy ofthe prospectus | 


and an application form on the sole basis of which an 


. investment may be made, please complete and return 


 thecoupon. As always you should remember that the 


LN price of shares may go down as well as up. 


Guinness Mahon International Fund Limited is is an 
pss Totus | t company desea Ried | im 
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answer is when the current bull market 
collapses. Indexation is as cyclical as the 
market itself. It makes sense only as long 
as share prices are rising. In today's 
climate where financial assets have been 
about the only commodity rising in value 
(save for property in financial centres), 
being invested in an index incorporating 
such assets makes a lot of sense. 

In a bear market sentiment will change. 
For this reason traditionalists like the 
Swiss are sceptical about the Americans' 
enthusiasm for indexation. What good is 
it, they ask, when share prices fall and the 
only investment decision that counts is 
moving into cash? Mr Kurt Meyer, head 
of the institutional investment division at 
Zurich-based Union Bank of Switzerland 
(UBS), which probably manages more 
money than any institution in the world, 
says: "I think indexation will be a disaster 
one day. It's an easy way out." 

To the indexed aficionadoes, many of 
them former academics—"'quants" in the 
jargon of Wall Street—who keep them- 
selves busy using stock-index futures and 
options to construct synthetic index- 
weighted portfolios at a cheaper cost, 
such an attitude smacks of the death 
pangs of a financial luddite. They fail to 
realise they are talking about different 
goals. Mr Meyer and his fellow Swiss are 
concerned about capital preservation in 
the real world, not outperforming a 
particular measure of a particular 
stockmarket. 

The other argument against indexation 
is that as it grows in popularity a reductio 
ad absurdum is reached and the index 
becomes the market. That is what Mor- 
gan Stanley’s investment guru, Mr Barton 
Biggs, means when he derides indexation 
as “investment socialism’’. For it ulti- 
mately means everyone doing the same 
thing. This is happening. Already far too 
many so-called “active” managers con- 
centrate a large percentage of their port- 
folios in index stocks. This sheep-like 
behaviour reflects many money manag- 
ers’ current mesmerisation with the “‘in- 
dex". It is neither safe nor smart. 

In fact with so many people apeing the 
index it is better to bet against it. That is 
the view of Mr Dean LeBaron, boss of 
Boston-based  Batterymarch Financial 
Management, America's largest indepen- 
dent investment-management company, 
with $12 billion under management. Bat- 
terymarch began by offering an indexed 
product but has now dropped it. The sole 
shareholder in his company (which has 
only 30 employees) and earning an esti- 
mated $20m a year, Mr LeBaron is one of 
the folk heroes of America's money man- 
agement industry. He argues that index- 
ing only works when it is parasitic on the 
investment activities of others. But when 
it becomes a factor in the market itself, it 
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One of the barons: LeBaron 


is better “to game against the indexers”. 

That the avant garde Mr LeBaron, who 
loves computers—Batterymarch has a 
computerised trading system where bro- 
kers log into its computer to check the 
electronic message board for orders and 
never get to talk directly to the money 
managers themselves—and the ultra tra- 
ditionalist Swiss both have reservations 
about indexation suggests dangers. 


Paying for performance 


The sudden explosive growth in indexa- 
tion suggests it is now nearing a cyclical 
peak. But even if stockmarkets stay 
strong, active money managers may have 
come up with the perfect marketing 
counter to  indexation—performance 
fees. A Batterymarch application to in- 
troduce these fees has just been allowed 
by America's Department of Labour, 
under whose ambit pension funds come. 

Performance fees have every chance of 
becoming the industry's norm because 
they make sense for the client. They also 
largely undermine the argument for in- 
dexation. For an “active’’ manager will 
get the standard fee he receives today 
only if he outperforms the index. If he 
does much better he will receive a bonus. 
But if he underperforms he will end up 
with little or nothing. 

If performance fees are a ready counter 
to indexation, they will also alter the 
nature of money management itself. The 
goal of the business will change from the 
growth of assets under management to 
the pursuit of performance. Money man- 
agement companies will no longer be 
remunerated only on how much money 
they manage. Nor will these companies 
be valued, as they are now, on their total 
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assets under management. ' 
This will be to the disadvantage of the 
bigger companies with heavy overhead 
costs, as performance cannot be guaran- 
teed. But it will be a boon for small 
specialised boutiques with low costs. In- — 
deed performance fees will do more than 
a score of consultants to make money t 
managers really strive for performance. 


Insuring against failure 


In the wake of indexation, pension funds 
are gravitating towards another seductive 
mechanical formula. It is called portfolio 4 
insurance or “protection”. Here the idea 
is that a pension fund not willing to — 
stomach more than a specified decline in © 
the value of its portfolio over a certain - 
period can protect itself against the risk of 
a falling market by forgoing a LI. 
amount of the gain should prices rise. 
Portfolio insurance has grown as rapid- — 
ly as indexation in America. From just $3. 
billion two years ago there is an estimated 
$45 billion in portfolio insurance pro- - 
grammes. Their appeal to many over- - 
funded pension plans is that it enables 
them to “lock in" capital gains made in 
recent years. 1 
Portfolio insurance works through the - 
use of options and futures, the derivative - 
securities on which so many new invest- 
ment products are based. A client may - 
want to ensure that a $100m stock portfo- ^ 
lio will have the same value in 12 months’ 
time. Using options and futures, a portfo- - 
lio is constructed: 61% is invested in 
equities and 39% in short-term money - 
market instruments. If share prices fall, - 
the amount of new cash in the portfolio is 
continuously increased so that if the - 
stockmarket has fallen 15% after six 
months, the amount of money earning © 
interest will have increased to 97% of the 
total portfolio, with equities accounting — 
for only 3%. The minimum value of © 
$100m is maintained through the interest - 
earned on the increased holding of short- ‘ 














term money market instruments. Con- k 
versely, if share prices rise the number of 
equities in the portfolio is gradually 
increased. te 
There are two objections to portfolio 
insurance, one technical, one conceptual. - 
First, the technical one. Portfolio insur- - 
ance is a mechanical process which forces 
the fund to sell shares (in practice stock- _ 
index futures) after the market has fallen | 
and buy shares after it has risen. In © 
practice this means that sales of index — 
futures are made at a discount (in a falling 
market). These future sales are bought by 
arbitrageurs or "program traders" who ko 
hedge their position by instantly selling 
stock in the cash market so as to lock in 
riskless rates of return regardless of the 
level of stock prices—because the stock - 
index future was bought at a discount. 
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ket. It 
| ment, | 
isura nce is worth the extra cost. 

second, there is a conceptual objec- 
on. For the idea of “locking in gains” in 
JI g-term portfolio like.a pension fund 
tself suspect, as “locking in” today’s 
ns is forfeiting tomorrow’s. And pen- 
n fund investment is meant to be about 
) ng-term growth, not about protecting 
ast year’s rise in capital values. In this 
sense portfolio i insurance is suited less to 
the pension plan which enjoys a healthy 
urplus than to a plan sponsored by a 
ompany in financial difficulties. Then it 
becomes a practical necessity to protect 
ne fund against a falling market. 

*. In fact these mechanical devices work 
best when only a few people have caught 
on to them. As they. grow in use they 
become. correspondingly less. effective. 
That will not stop more mechanical tools 
ing thought up by the academics now 
employed in droves on Wall Street. And 
because pension funds and other institu- 
tions are so anxious to try to limit short- 
rm fluctuations there will always be a 
tential demand for such. products. 
sir life cycles, however, will grow pro- 
ssively shorter. 

timately there is no escape from the 
hims of the marketplace. Risk is risk. 
€ best kinds of money manager thrive 
















































lains an art not a science. 

AS. global investment spreads, money 
igers will have ever more exotic 
tunities to apply their curious mé- 
of intuition and judgment. The 
nical methods will, at first, be less 
ble. because the options and fu- 















rica or lack the required liquidity. 

leed the. irony is that, for all its 
titative sophistication, it took Amer- 
money management industry a long 
e to recognise the diversified merits of 
eas investment. But a retreat to 
ochial attitudes is unlikely if only 
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the inescapable fact that investment 


“markets either do not exist outside | 


ause Wall Street is. getting progres- Bel 
ly less dominant in terms. of world . Res 











Retirement ncome ne Security Act of 1974, 
more commonly known. as ERISA. Al- 
though it said nothing specifically about 


assets, the legislation changed the inter- 
pretation of the prudent man rule from 

"if the money manager does something 
nobody else is don and it goes wrong he 
is in trouble" to “if he opts not to follow 
what others 5» doing (that is investing 
money overseas) and that investment 
goes right", then he is in trouble. 

The pioneer in the move overseas was 
Morgan Guaranty. It is still the leading 
manager of ERISA funds (see table on next 
page). Morgan Guaranty built its success 
on a neat marketing ploy. In 1974 it wrote 
to its American institutional clients saying 
it would diversify a small percentage of 
their funds overseas unless they specifi- 
cally objected. This money was pooled 
into an international fund, worth about 
$70m at the end of 1974. Its ERISA funds 
are now worth over $3 billion. 

From modest beginnings, Morgan 
Guaranty built up its expertise in interna- 
tional investment and by the early. 1980s it 
was well placed to compete with others 
for the outflow of ERISA money. This was 
important as, back in New York, the 
bank’s domestic money management side 
was losing accounts to the new specialist 
investment management companies. 

As at March 31st of this year, Ameri- 
can pension money Overseas totalled 
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$32. 6 billion, up bby: 105% ; in 12 nos 


e. enough. A survey by City Rese 
-. ciates recently found that 4€ 
3 mes and consultants: sai 


Of that sum $27 billion was invested in 
non-American -equities, $4.3 billion in 


foreign bonds and $1.3 billion in non- ` 


dollar cash. Only $3.3 billion, or 20%, of - 


the increase in- assets. came. from new 


money. The rest was from market 


growth—rising security prices anda fall- 
ing dollar. The experiment with investing 


outside Uncle Sam's own Soup has so 
far proved a happy one. _ 

Even so, investing American pension 
fund money in foreign markets remains at 
the experimental stage. Between 1959 
and 1962 American investors dabbled in 
foreign stocks. Most lost money, getting 
in and out too late. It is still early days 
yet. So far the running has been made by 
the top American companies. General 
Motors has almost 10% of its money 
overseas. The smaller fry have hardly 
begun. That $32.6 billion of ERISA money 
equals only 3% of total American pension 
fund assets. Compare that with British 
pension funds which have on average 
1875 of their assets invested overseas. 

This. tradition. of foreign investment 
gave the institutions in London and Edin- 
burgh (see box on next page) a distinct 
advantage in competing for. ERISA ac- 
counts. Since the nineteenth century the 
British have been investing overseas, and 
London remains the centre of interna- 
tional money management. . Morgan 
Guaranty, American Express and Citi- 
bank all base their international invest- 
ment operations in London. 


The City's stake | 

Morgan Grenfell is the London merchant 
bank that has done best out of ERISA for 
three reasons. It spotted the opportunity 
early on; it had the sense to hire an 
American rather than a pin-striped City 
gent to sell to American pension fund 


trustees, and it has performed well... | 
Both it and other merchant banks face Fu 
problems. They have yet to decide how to 


treat their money management divisions 
at a time when the City of London' s. Big 
Bang has caused a lot of clients, encoui . 
aged by the ubiquitous consultants, to 
question the conflicts of interests between 
the investment management and corpo- 
rate finance divisions. ! 

Talk of Chinese walls is no. longer Send | 
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J P Mor Investment Mi 7 
Capital C 3uardian Trust Co 1,992 
Fidelity International 1,900 
First Chicago Investment 1,846 
Morgan Grenfell Investment 1,590 
State Street Bank and Trust Co 1,574 
Grantham, Mayo, Van Otterloo 1,561 
Rowe Price-Flemin 1,545 
ABD International Mgmt 1,300 
Baring International 969 
G T Capital Mgmt inc 863 
Schroder Capital Mgmt 859 
N M Rothschild International 654 
BA investment Mgmt 594 
Putnam international Advisors 588 
Mellon-Pictet International 531 
Bessemer Trust Co 507 
Nomura International Capital Mgmt 494 
PCM International 427 
Citicorp Investment Mgmt | 





Source: Pensions & investment Age 

combining bank, broker and jobber) a asa 

manager for their pension fund. | 
The only way to overcome this increas- 

ing reluctance to use their management 

services is for the merchant banks to 


Ca'canny 


The Scots have a reputation for pri- 
dence and canniness in money matters. 
They also have a long history of shrewd 
international investment behind them. 
That and their independence are the 
reasons why Edinburgh remains a suc- 
cessful centre of money management, its 


relationship to London being similar to. 


that of Boston's to New York. 

All the Scottish houses, including the 
largest, Edinburgh-based Ivory & Sime, 
and Glasgow-based Murray Johnstone, 
remain investment management special- 
ists. As the conflicts of interest in the 
City of London grow, that can only work 


to their advantage so long as their i invest- | 


ment record remains satisfactory. - : 
Traditionally the Scots earned: their 


those thata are t fastest o on i their feet. 1f If they 
do not move quickly; the merchant banks 
will increasingly lose business as well as 
talented money managers. These manag- 
ers already resent their subordinate posi- 
tion within the banks’ internal pecking 
order. The more they realise how much 
better paid and appreciated they would 
be-at specialist investment management 
houses, the more they will leave. 

The result is that the City risks throw- 
ing away one of its major competitive 
skills in financial services, namely its 
expertise in international investment 
management. Indeed, the merchant 
banks seem to be following a strange set 
of priorities in ignoring their often suc- 
cessful money management activities 
while devoting so much time and money 
to the intrinsically riskier business of 
dealing in securities, an area where they 


Japanese money globally. 

These tie-ups are the result of the 
Scots’ lack of marketing clout. For some 
of them this disdain for hard-selling 
techniques is deliberate. Says a crusty 
director of Edinburgh boutique, Martin 
Currie, "We do not employ marketing 
individuals.” The reason is that the part- 
ners do not want the company to get too 
big, causing unwelcome expansion. This 
is a problem caused by success. Funds 
under Martin Currie's management have 
more than quadrupled to nearly £1.5 
billion in the past three years. 

Another boutique, Edinburgh Fund 

. Managers, pursues an enterprising niche 
strategy. It has built a name as a Japa- 
_ hese specialist and has several mandates _ 


bread and butter managing investme to 


trusts—closed-end, publicly ` 
companies which invest in diver: 
portfolios. Although they sell a 
count to their net asset value, i 
trusts have lost out badly to th 
costly but widely advertised un 
The unfair reason is that unde: 
company law the investment trusts can- 
not advertise their own shares. 

This has forced the Scots to go after 
first pension and then unit trust business. 
Because of their international exper- 
tise—the Scots were among the first to 
invest in Japan—they have also won 
ERISA money, often through joint ven- 
tures with American institutions which 





do the marketing. Thus, Murray John- - 
stone has a tie-up with Kemper Financial - 
of Chicago. In July it formed a joint : 


venture 


with a Japanese stockbroker, 
Yamaichi, 










British 


with the aim of managing : 

















United States 27,000 ` 
Britain 9,700 34,400 
Japan 400 7,600 
Netherlands 1,500 5,400 
Canada 2,000 4,100 
Switzerland 1,300 1,700 
Hest of World n/a 1,500 
W.Germany 500 1,000. 
Ireland 300 400 - 
Australia 

Belgium 

France 

TOTAL 





































available. Estimated by interSec Research m 


are competing against far bette 


American and Japanese instit ONS. 

Already London’s competiti je ad 
tage in global investment is looking 
creasingly shaky. The Americans, nev 
slow to react, have built up their ¢ € 





just to manage money in the Tokyo 
market. It has now set up an affiliate in 
Australia, selling unit trusts to the grow- 
ing number of Australians wanting to- 
invest their money outside Australia and 
the weak Australian dollar. 

The Scottish firms have always based. 
themselves at home, their selling point 
being distance from the fray. But Ivory 
& Sime, the biggest Edinburgh "house" 
with £2.75 billion under management, | 
reckons the Scots can no longer afford 
the luxury of sitting back and waiting for 
the business to roll in. So it is about to 
break with precedent and open an offi 
in Hongkong. It also wants to buy a small 
unit trust group to give it clout in Brit- 
ain's burgeoning retail market. Says i! 
chairman, Mr Alex Hammond-Cham 
bers: "We have to get out and se 
ourselves." How many will follow hi 
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in international investment, often by buy- 
ing British talent, and are now winning 
back ERISA accounts. 

There are also many more players in 
the game. In the past five years the 
number of money management firms 
competing for ERISA money has doubled 
to almost 100, though the top group of 
managers consistently wins 80% of such 
accounts. 

As the competition hots up, the type of 
account is changing. The big companies 
have already placed their overseas bets, 
so money managers are competing for the 
smaller fry below the top 20 companies of 
the Fortune 100. One obstacle often cited 
to the continued flow of ERISA money is 
that, with many pension funds apparently 
overfunded, the money flow will dwindle. 
This fear, however, is exaggerated. The 
impressive point about the dramatic ex- 
pansion of American funds' international 
exposure in the past five years is that it 
has occurred during a period when total 
pensions assets have hardly grown be- 
cause so many overfunded pension plans 
have been revised. That suggests that the 
move into overseas securities is more than 
a cyclical event. Moreover, falling inter- 
est rates mean that American pension 
funds are no longer as overfunded as 
many thought they were just a few years 
ago. 

However, the real action today in inter- 
national investment is increasingly in the 
$500 billion of American public pension 
funds, rather than in corporate pension 
funds. The public funds are putting a 
small percentage of their money in over- 
seas investments. The sums are not puny. 
California's public fund totals $36 billion. 

Not surprisingly, this is a market which 
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consultants and money managers are 
buzzing over. But public funds by their 
nature can cause money managers head- 
aches. Morgan Grenfell was recently ap- 
pointed a manager to San Francisco's. As 
part of the mandate it is not allowed to 
invest money in companies doing busi- 
ness in South Africa. At the time of its 
appointment, that was equal to 24% of 
the equities then in its international port- 
folio. Most of America's public funds 
have or will adopt the same policy. Such 
is the moral furore about South Africa 
that nobody has stepped back to question 
whether this is setting a dangerous prece- 
dent for investment by political criteria. 
Trustees of these public funds must also 
ask themselves whether they may be in 
danger of exposing themselves to future 
lawsuits from beneficiaries should a fund 
"clean" of South African-related stocks 
badly underperform a more orthodox 
portfolio. 

If the move towards global investment 
promises to be a secular rather than 
cyclical trend, it will take time to inte- 
grate world stockmarkets, for the futuris- 
tic visions shared by many of one global 
market with companies issuing global 
prospectuses are still a long way off. That 
means money will still be made by select- 
ing specific markets and stocks in which 
to invest. 


Local quirks 
International investors are only impor- 
tant at the margin. The investment deci- 
sions of global money managers may 
influence the market but its direction—up 
or down—still depends on the whims and 
cash held by local investors. 

Of all the world's major stockmarkets, 


foreign investors are influential (in terms 
of dictating direction) in probably only 
two markets—Hongkong and West Ger- 
many. In Hongkong because the political 
risk makes local Chinese net sellers and 
so foreign buyers tend to lead the rallies. 
And in West Germany, where foreign 
investors made the running—and the 
money—in last year's bull market, be- 
cause the local institutions continue to 
shun risk and cling to low yielding bonds. 

These are exceptions. The globalisa- 
tion of security markets does not yet 
mean globalisation of investment criteria. 
Stocks move up and down in different 
markets for different reasons. So a money 
manager who sits back in head office and 
invests solely on the basis of international 
analysis by sector will go badly wrong. 

The shrewd global money manager 
cannot ignore local quirks. What his ana- 
lytical disciplines will tell him is the extent 
to which securities of companies compet- 
ing in the same industry are inefficiently 
priced between one market and another. 
Here popular computer screening tech- 
niques are increasingly a must. Morgan 
Stanley now makes available on floppy 
disk for $20,000 a year the entire statisti- 
cal data base of the Capital International 
Index. That costs a fund far less than, say, 
employing 50 analysts. Computers help 
highlight anomalies between share values 
to the benefit of money managers and 
their clients alike. 

The more undeveloped the market, the 
more unreliable will be the data base on 
which to make an investment decision. 
This means high risk, high reward— 
which is one reason emerging markets 
excite money managers as well as well- 
meaning international bureaucrats. 
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Investment Management Worldwide 


Far East—a consortium of financial institutions has 
selected Chase for dollar denominated, specialized equity 
management. 

England—for a major corporation Chase manages 
sterling fixed income representing liquidity reserves 
underlying a line of credit. 

Australia—a major insurance company complements its 
internal investment management resources by allocating 
funds to Chase for equity management. 

United States—some of the largest pension funds rely 
upon state-of-the-art fixed-income techniques from Chase 
to manage liability stream fundings more efficiently. 
Middle East—Chase provides currency hedging 
strategies for a monetary agency. 


Continental Europe—one of the largest private 
foundations receives investment advice from Chase 
concerning fixed income and equity investments as well 
as cash management. 


Bermuda—Chase applies a thorough understanding of 
the insurance business to the investment requirements of 
several major insurance companies. 

France—Chase is responsible for the multi-currency 
equity and fixed-income components of a mutual fund. 
Canada—Chase works closely with another financial 
services organization to provide equity index products for 
pension plans. 


Chase—global investment perspective, responding to client needs 
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Richard L. Carpenter or Edward V. Arbaugh HI or Takashi | 
Robert P. Habgood HI Lawrence E. Weber The Chase Manhattan Trust & 
, Chase International Investment Group Chase Investors Management Corp. Banking Co. (Japan), Lad. 
v. Woolgate House, Coleman Street 1211 Avenue of the Americas 1-3 Marunouchi 1-Chome Chiyoda-Ku 
t London EC2P2HD, England New York, NY 10036, USA Tokyo 100, Japan 
¢ Telephone: 1-726-5715 Telephone: 212-730-2967 Telephone: 32874069 
á Telex: 8954681. Telex: 620330 — Telex: CMTRBK J33880 
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Welcome 
to MPS Banking Group. 


A warm welcome from the MPS Banking Group, offering you all the 
advantages of those who operate on a grand scale. 

The MPS Banking Group offers its international network, its expertise 
and its tradition to take care of your banking needs everywhere in the world. 
Our offices in London, New York, Frankfurt, Singapore, Cairo and Sao Paulo 

and quite soon Paris and Moscow - are completely at your service. 

Our group figures do not need any comment - they speak for themselves: 
we have total deposits of 54,000 billion lire, profits of 370,000 million lire, 
16,000 employees and 766 branches throughout Italy. 

Wherever you find Monte dei Paschi di Siena, Banca Toscana, Credito 
Commerciale, Credito Lombardo and the Italian International Bank you can 
be sure to find a very reliable and important banking group. 

And you are welcome everywhere we are. Welcome to Italy. 


MPS 


BANKING GROUP 








THE POWER 
TO MAKE IT HAPPEN 
CREATES 
TRADING OPPORTUNITIES 
AROUND THE CLOCK, 
THE WORLD OVER. 


IN NEW YORK, LONDON, BRUSSELS, FRANK- 
FURT, ROTTERDAM, GENEVA, CREDIT LYON- 
NAIS' TRADING ROOMS ARE HUMMING: SO ARE 
THOSE IN LUXEMBOURG, STOCKHOLM, MADRID. 
MILAN, MONTREAL, PANAMA, TOKYO, SINGA- 
PORE, SEOUL, TAIPEI, MANILA & CAIRO... 

CONNECTED TO EACH OTHER, THEY ARE 
ALSO LINKED TO TRADING ROOMS OF CREDIT 
LYONNAIS’ AFFILIATES IN SOUTH AMERICA 
AND THE MIDDLE EAST, SERVING CORPO- 
RATE CUSTOMERS ALL OVER THE WORLD. 
24 HOURS A DAY. 

BUT A TRADING ROOM, FOR US, IS NOT 
JUST THE PLACE WHERE MILLIONS OF 
DOLLARS ARE BOUGHT AND SOLD EACH DAY. 
IT IS ALSO THE HEART OF OUR ADVISORY 
SERVICES: OUR TRADERS SHARE THEIR 
REUTER SCREENS AND THEIR EXPERTISE 
WITH OUR CORPORATE CUSTOMERS, TO 
HELP THEM BOTH IN FOREIGN TRADE AND 
IN CASH MANAGEMENT, THE WORLD OVER, 
INANY CURRENCY, AROUND THE CLOCK. 

OUR GLOBAL ASSETS ADD UP TO 100 BIL- 
LION DOLLARS, WE OPERATE IN 7O COUNTRIES. 
TRY US AS A PARTNER. WE KNOW HOW. 
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CREDIT LYONNAIS ~Z 


THE BANK WITH THE POWER TO MAKE IT HAPPEN IN SEVENTY COUNTRIES. 





OSCAR INTERMARCO 





ie -ment because the market immec 








a few years ago modern portfolio theory 


was all the rage in American academic 
‘circles. It developed the so called “effi- 
cient market" theory. This taught that 
. there was no such thing as an unexploited 
- Opportunity to make money from invest- 





C5 discounted all information. Hence the 
only way a money manager could outper- 


form the market was to buy high risk 


ei stocks. 
Money managers always dismissed this 
theory as just another attempt by aca- 
demics to turn the fun of investment into 
~ a dismal science. They said it flew in the 
face of practical experience that some 
people make money and others do not. 
Still, the American stockmarket is un- 
:doubtedly the world's most efficient. 
Portfolio theory really comes unstuck in 
~. the emerging stockmarkets. These mar- 
kets can be highly inefficient in pricing 


e securities properly. So, they can repre- 


sent highly profitable opportunities for 
investors who get their timing right. Take 
two examples—one of a stock, one of a 
market. Utility Philippine Long Distance 
Telephone has risen from under $2 to 
over $12 this year and still trades on a 
price/earnings ratio of less than 3. Brazil's 
Bovespa Index doubled in dollar value in 
the four weeks following the country's 
February currency reform, though it has 
now given up half of those gains. When 


was the last time the Dow Jones average - 


doubled in a month? 
The reason why emerging stockmar- 
kets can record such gains is simple. The 


S. greater the scarcity of information, the 
. greater the divergence in quoted prices | 
. from their true value. But besides their 


high-risk, high-reward nature, there is 





. also a practical long-term reason for in- 
 vésting in these markets: their. greater | 
growth potential. Japan was an emerging | 
market in the early 1960s. Today it repre- 
sents 56% of EAFE. So the money manag- - 
er who develops an expertise and a reli- .Ț 
able data base on, say, South Korea or - 


Taiwan today hopes to reap substantial 
rewards 20 years on. 

The enthusiasm for emerging markets 
is only just beginning. It will prove more 
than a temporary fad. This could produce 
Laika ono effects far wider than those 






| This jee aplim why the World 
Bank's International Finance Corpora- 


tion is actively promoting equity invest- - 


ment. Early this year it launched an 
Emerging Markets Growth Fund, worth 


an initial $50m and privately owned bya - 


dozen institutional investors. The Tem- 
pleton Group plans to launch its own 
Emerging Markets Fund independent of 
official. sponsorship. These emerging 
markets represented 3% of the world's 
stockmarket capitalisation in 1985. 

The veteran Mr Templeton deserves 
special mention as a global investor. 
Apart from his impressive investment 
record—by April 30 1986 his Templeton 
Growth Fund had risen 4,586% since its 
inception in 1954 while the Dow Jones 
average had risen by 35995— he was a 
pioneer, at least among Americans, of 
international investment. Mr Temple- 
ton's philosophy is to look for bargain 
companies wherever they can be found, 
regardless of national boundaries. He 
says proudly: "We want to do things 
which are thoroughly unpopular." Thus, 
a year ago, he invested $1m of his own 
money in Argentina when he saw the 
stockmarket capitalisation of the entire 
country was worth a mere $750m. 

The Templeton approach means put- 
ting the emphasis on long-term perfor- 
mance, often at the expense of the short- 
term gain. In 1975 Mr Templeton had 
45% of his portfolio invested in Japan. 
Today it is just 3%. Mr Templeton no 
longer likes Japan because the price/ 
earnings ratios are so high. Instead, he is 
-buying bombed-out shipping companies. 
_. That takes a lot of nerve. Being out of 

“this year’s roaring Tokyo market, not to 
mention the strengthening yen, has 





Assets by area, years to April 30th 
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The Templeton Growth Fund's changing equity ptu 
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“He is betting his busines 


Japan Fund, which: was launclisd a ros 
cu is ue on the New ful of th * 


pants idea. For reasons of prestig 
South Korean government wanted a ? 
York listing, which is the financial world 
stiffest to achieve. It wanted the fund 
launch to be a major financial event, with 
the fund representing the first outlet for 
overseas money on the Seoul market. 

The problem with a New York listing is 
that it is the world's toughest on disclo- 
sure requirements. It took the fund's New 
York-based manager, Scudder, Stevens 
& Clark (also the manager of the Japan 
Fund), five years to convince the Koreans 
that they had to provide a sufficient 
detailed prospectus. This included t 
need for a description of the working 
the country's unofficial "curb" lending 
market. Until the issue of the prospect 
the Korean government had always ma 
tained the official fiction that the 
market simply did not exist. 

The Koreans were also concerned 
about the loss of “face” should the fund 
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sell at a discount to its asset value. In 
vain, did Scudder explain that closed-end 
funds (where the number of shares is 
fixed) like the 200 investment trusts 
quoted on the London stockmarket, usu- 
ally trade at up to a 20-30% discount on 
net asset values, unlike open-ended unit 
trusts which trade at their net asset value. 
The conventional explanation for this is 
that the closed-end trusts are viewed by 
the market, right or wrongly, as illiquid. 
Scudder could have saved itself the 
explanations. The Korea Fund has sur- 
prised everyone by trading at a substan- 
tial premium to its net asset value since it 


. was launched in August 1984— perhaps 


the first example of a closed-end fund 
doing this in financial history. A second 
tranche of the fund was sold in May this 
year at an astonishing 78.5% premium to 
its net asset value, producing substantial 


- losses for those professional speculators 


who had sold the stock short. There are 
two reasons for this. First, it is the only 
game in town. Investors for the moment 
have no other way into the Korean mar- 


. ket. Second, the Korean market has been 


“hot”, nearly doubling in value since last 


October after years of relatively unful- 
. filled promise. 


Such is the Korea Fund's success that 
Scudder has been approached by invest- 
ment banks to launch similar country 
funds for many other countries, ranging 


from Italy to Indonesia to Argentina. 


Scudder felt none was quite suitable. That 


. has not stopped others entering the fray. 


There are now funds—some of them unit 
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trusts rather than quoted securities—for 
all sorts of countries including Australia, 


India, Taiwan, Thailand, France, West | 


Germany, Italy and Mexico. 


Not all have been wild successes. In 


April Prudential-Bache amazed itself 
when it raised $850m from American 
investors for its First Australia Prime 
Income Fund (earning itself an estimated 
$65m in front-end load fees). This mas- 
sively exceeded its target of a mere $75m. 
The fund was sold by the broker’s retail 
salesmen on the high double-digit yields 
available on Australian bonds. Less at- 
tention, say competitors, was paid to the 
other side of the coin—currency risk. 
Since then both the currency and the local 
bond market have fallen, creating some 
disgruntled if wiser investors. 

International investment is not for the 
unsophisticated. With the world’s finan- 
cial press full of advertisements lauding 
the merits and investment records of 
specialist Japanese mutual funds at a time 
when the Tokyo market was trading on its 
highest valuation ever, caution is obvi- 
ously in order. Even so, global invest- 
ment and country funds will survive the 
inevitable upsets. 

Lack of knowledge about international 
investment is a problem currently preoc- 
cupying the Japanese themselves. As the 
successor to America as the world’s ren- 
tier nation, and with the biggest cash pile 
of all to invest, that means building up an 
investment management industry virtual- 
ly from scratch. The Japanese are now 
addressing themselves to that task. 


The greatest opportunity 


ofall... 


... May, unsurprisingly, be in Japan 


So large are the quantities of money in 
Japan and so undeveloped the domestic 
money management industry, the ques- 
tion is not if change will come but when. 
There are two separate but related 
issues. The first concerns the develop- 
ment of Japan’s domestic money manage- 


ment industry and, in particular, the 


dismantling of the domestic cartel which 
currently presides over the lucrative pen- 


. sion fund business. The second is whether 


foreigners will be given an opportunity to 
manage money in what is the most lucra- 
tive undertapped market for money man- 
agers everywhere. 

An investment management industry, 
in the conventional western sense, scarce- 
ly exists in Japan. That is one reason why 
the Ministry of Finance is now busy 
drafting a law to regulate what promises 
to be a huge growth industry. The other 


reason is that Japan suffered in 1983-84 
what was reported as the worst invest- 
ment fraud case in its history. This was 
the Toshi Journal scandal, when nearly 
8,000 punters were cheated out of Y 18.4 
billion ($120m). 

The new law, the Investment Advisory 
Act, was passed by the Diet in May. The 
Ministry of Finance is now drawing up the 
guidelines. It is expected that more than 
300 companies will be registered as in- 
vestment advisers by late November. All 
this means is that only the companies so 
registered will be allowed to offer invest- 
ment advice. Until now anybody could do 
this in Japan. 

The next and more important stage 
occurs next summer, when the Ministry of 
Finance will issue a series of discretionary 
licences. This will allow the chosen com- 
panies to pursue discretionary money 











Tokyo engine 


management. To stake their claim, all 
kinds of institutions, Japanese and for- 
eign, have been setting up investment 
advisory subsidiaries in Tokyo. There are 
already about 80, with the number in- 
creasing every day. 

How strict will the Ministry of Finance 
be in awarding discretionary licences? 
Not very. The betting in Tokyo is that the 
bureaucracy will be fairly lenient, grant- 
ing the licences to any foreign firm with a 
proven track record and a representative 
office in Tokyo as proof of commitment. 
That is good news for the several foreign 
investment management companies that 
have already established themselves in 
Tokyo. It will make investment manage- 
ment the one industry in Japan where 


foreigners will compete from the 
beginning. 
Chasing the business 


What business will these money managers 
be chasing? To start with, tokkin funds. 
These are a form of tax-exempt invest- 
ment funds which usually manage the 
spare cash of just one investor. Japanese 
companies are today awash with liquid 
assets. Faced with a slowing economy and 
deteriorating export markets because of 
the strong yen, companies are sitting on 
huge piles of cash with nowhere to put it. 
The result is they are playing the stock- 
market by setting up tokkin accounts 
"managed" by an external adviser, usual- 
ly a Japanese stockbroker. Often this 
manager is a gunslinging youngster in his 
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Pension funds, corporate portfolios, 


captives, offshore funds ...to get the best 
from international markets, you ne 


veloped multi-currency research - 





us Wi th the passage of tir ime, 6 bur se services ‘ony get better: 
: Our global network lets us serve you quickly, efficiently. 


Whatever your banking need, 
choose Mitsui Trust. 


5) MITSUI TRUST 


-THE MITSUI TRUST & BANKING CO., An. 


Head Office: 14 Nihonbashi-Muromachi 2-chome, Chuo-ku, Tokyo, (103) Japan. 
Yel: 03-270-9511 Telex: J26397 Cable Address: TRUSTMIT TOKYO 

.. bondon Branch: 99 Bishopsgate, London EC2M 3XD, U.K. Tel: 01-638-0841 

© Telex: 8811344 MTRUST G Cable Address: TRUSTMIT LONDON EC2 
Mitsui Trust Bank (Europe) S.A.: Avenue Louise, 287-Bte 5, 1050 Brussels, 
Belgium. Tel: 02-640-8850 Telex: 64720 MITBK B Cable Address: MTRUST BANK 
Mitsui Trust Finance (Switzerland) Ltd.: Glàrnischstrasse 36, CH-8002 Zurich, 
Switzerland Tel: 01-2023930 Telex: 815858 MBCO 
Zurich Representative Office: Bl eolechansy 36, CH-8002 Zurich, Switzerland 
Tet: 01-2023930 Telex: 815858 MBCO 
Nordic (Copenhagen) Representative Office: NY Østergade 12, 1st Floor, 


1101. Copenhaga 


n K, Denmark Tel: (01) 135113 Telex: 19535 MT BCOP DK 


Mitsui Trust international Ltd.: 99 Bishopsgate, London EC2M 3XD, UK. 

Tel: 01-256-5691 Telex: 945831 MTINTLG Cable Address: MITSUITRUSTINT LONDON EC2 
New York Branch: One Word Trade Center, Suite 2365, New York, N Y 10048. US A. 

Tet: 212-838-2750 Telex: 222401 MBECO UR Cable Address: TRUSTMIT NEWYORK 

Singapore Branch: 6 Shenton Way, 435-01, OBS Bullding, Singapore 0106, 

Rénublic of Singapore Tel: 220-8553 Tetex: 23796 MITUITB RS Cable Address: MITUITRUST SINGAPORE 
Los Angeles Agency: 611 West Sixth Street, Suite 2650, Los Angeles, California 

90017. USA: Tel 219-624-9201 Telex: 674849 MBCO LSA Cable Address: TRUSTMIT LA 

Sào Paulo Representative Office: Avenida Paulista, 127 4. 20*andar, CEP-D1210 São Paulo, SP Brazil 
Tet. 289-7883 Telex: 1134499 MTRB BR 

Sydney Representative Office: Level 8; National Australia Bank House, 255 George Street, Sydney, 
NSW. 2000, Australia Tok 02-27-8362 Telex: 73067 MTBSYD AA 

Toronto Representative Office: Suite 2850, PO: Box 207 Commerce Court North, 25 King Street West 
Toronto, Ontario, Canada MSL 1-8 Tél: 416-868-0206 Telex: 06-217658 TRUSTMIT TOR 

Melbourne Representative Office: Level 26, State Bank Centre, 385 Bourke Street, Melbourne, 

Vic 3000. Austratia Tel 03-87-0602 Telex: 35040 MTBMLB 


Beijing Representative Office: Room No. 2617, Mirizu Hotel, Fu Xing Men Nei Da Jie 51 Hao, 


Uso Bening. The People's Hepublic of China Tel; 65-5143 Telex: 22741 MTBBICN 
Mitsui Trust Finance (Hong Kong) Limited: 1 ith Floor, The Hong Kong Club Building, 
3A Chater Road, Hong Kong Tel: 5-211121 Telex: 63413 MTBHK HX Gable Address: MTRUSTENHK 
Mitsui Trust Finance (Australia) Ltd. Level 4, National Australia Bank House, 255 George Street, 
Sydney, NSW. 2000, Australia Tel: 02-27-5621 Telex: 73067 MTBSYD AA 


UNDER GORBACHEV 


Marriott Hotel, Vienna, December 11-12,1986. 


©. Mikhail Gorbachev has brought a new climate to 

. East-West relations and a new economic strategy to the 

_ Soviet Union. A main aim is to take Russia into the age 
_of modern technology. Under Gorbachev's leadership, 

what are the opportunities for East-West trade? Will 

. the change in Soviet investment priorities mean more’ 

. trade with the West, and in which sectors? How will 

. the pressure for a more tightly integrated Comecon 

. affect Eastern Europe's hard currency trade? With the 

fallin world oil prices, will Russia be prepared to borrow 
more from the West to support an increase in imports? 

What will be the impact on trade of the accident at 
Chernobyl? 

... Under the joint organisation of Girozentrale Miéina. 


and The Economist, a distinguished group of politicians, 
industrialists, representatives of the financial community 


and other leading experts in East-West trac 

assembled to address these issues. — 
The conference will be of particular i 1 

companies actively involved i in East W 


THEE 


interested in exploring the opportunities; to banks and 
insurance companies; to traders and countertraders; and 
to policy- makers, strategists and academics concerned 
with Soviet attitudes to the West and the impact of 
western technology on the Soviet and East European 
economies. 
€060990900000000900000000000€9 
Please send me further details on the conference on East- West Trade 
under Gorbachev, Vienna, Austria, December 11- 12,1986. 
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rently “hot” shares. ! | 

In a rising market this formula on 
Tokkin funds had risen in value from 
Y1.43 trillion. in March 1983 to Y12.6 
trillion on May 31st. About 60% of the 
money invested in the tokkin funds is 
companies' spare cash. The result is that 


many export companies are earning more 
from investing in the stockmarket than 





from selling goods. So addictive has the 
habit become that many companies are 


even borrowing money in the Euromar- _ 
ket so as to invest on the Tokyo stockmar- - 


ket. Often these companies are the least 
financially secure but, with their exports 


no longer selling as well as before and - 


being reluctant to lay off staff, they are 
desperate to maintain earnings of whatev- 


er quality. This correspondent heard of 
one comparatively small Japanese export. 


company with 5,000 employees which has 
a $1 billion unhedged bet in the American 
bond market. 

The. other major portion of tokkin 
money comes from Japan's life insurance 
companies. They like investing through 
tokkin accounts because it enables them 
to convert capital gains into income free 
of tax. Committed to paying out 7-876 
returns to their policy holders, the life 
companies can no longer obtain this yield 
on domestic Japanese bonds. The result is 
they try to make the extra money to pay 
their policy holders by trading in and out 
of stocks through tokkin accounts. Such 
are the attractions that the life insurance 
companies are now pressing the Ministry 
of Finance to raise the amount they can 
put in tokkin accounts from 3% to 5% of 
their total assets. That will add more fuel 
to the stockmarket. 

The tokkin phenomenon is not only 
important as a more extreme example of 
today’s fever for financial assets: It is also 
acting as a catalyst for the development of 
the money management. business in Ja- 


pan. First, when the inevitable. crash 


comes it will draw attention to the dubi- 
ous activities of many of today's tokkin 


managers and demonstrate the need for a 


more professional investment manage- 
ment industry. . 

Second, foreign - money managers 
based in Tokyo are getting their share 
(currently 5% or less) of tokkin money to 
manage, mostly international accounts. 
When the Tokyo stockmarket stops 
climbing, international. tokkin accounts 
will come more into fashion. This will 
_ benefit the foreigners. 


Icecube money 








business for everybody. T he provide t 
y te to keep share pri | 







For the moment tokkin. funds : are good | 
, the a 


ating cominissions) almost. daily. in cu T- 3 





quickly as] it pate fort two pontesting 
reasons. Either the Japanese economy 
will recover and industrial companies will 
start investing their money in their busi- 





nesses again. Or corporate earnings. will 
continue to decline, leaving the compa- 
nies with less money to play the market. - 


That means the real plum in Japan's 
nascent money management industry 


„business is not tokkin money but the 
` pension funds. Indeed, the liberalisation 
of the management of Japanese pension 


fund money will be Tokyo's equivalent to 
London's Big Bang. But in Tokyo's case 
detonation is at least two years away. 


A crock of gold 

The opening salvoes in the coming war 
over the pension funds were fired in 1983 
when. Nomura, Japan's biggest broker, 
and Morgan Guaranty, an American 
bank, applied to the Ministry of Finance 
to set up an investment management joint 
venture. The application was eventually 
turned down by the ministry, partly be- 
cause of worries that Nomura was becom- 
ing too dominant a force in the market 
but mainly because it raised the hackles of 


“vested interests, namely the trust banks. 


and insurance companies which currently. 
enjoy the exclusive right to manage pen- 
sion fund money. For though the applica- 
tion did not specifically mention pension 
funds, Nomura's aim was to use Morgan's 
name and respectability to position itself 
best in the campaign to manage pension 
fund money. As for Morgan, it was so: 
enthusiastic to get its foot in the proverbi- 
al Tokyo door that it was prepared to 
compromise on its instinctive hostility to 
all forms of joint venture. 

The 17 trust banks (including nine 
recently formed foreign trust banks) and 











Private pension funds' assets 
in Japan 
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companies are (if only NM beco 
ing aware of their future funding igi: 


formance. 


why they are growing so fast. In the past 


simply ignored. The total investment 


regarded as important by the man 
and | bosses. of sar ad m 


ments and so they are getting m 
concerned about actual investment 1 
Japan faces probably: 
world’s worst aging population probl 
Tomorrow’s workers will have to bear 
unenviable burden paying the pensions of 
today's workforce. 

This is not yet a pressing problem, 
however. Most company pension plans 
remain "young", with contributions far 
exceeding pay-outs. That is one reason 


ten years Japanese company pension 
funds have grown at a compounded aver- 
age annual rate of 23% to Y19.54 trillion 
on March 31st. Assuming a relatively 
conservative 15% annual growth rate, 
Nomura estimates this figure will reach 
Y77 trillion (nearly $500 billion) by 1996. 
It is this huge pile of money on which 
money managers are setting their sights. 


Arcane traditions 


How are these pension funds currently 
managed? Arcanely. Japan’s Pension 
Fund Association, which is spearheading 
the campaign to get more active perfor. 
mance measurement, estimates that last 
year 90% of Japanese pension fun 
reported an investment return of between 
9.28% and 9.7%. Were all the funds 
invested in the same stocks? No. Rathe 
as in any good cartel, the return is rigged 
to meet an agreed-upon rate. is 

This is made possible in Japan becau 
of the book-value system of pension a 
counting. In Japan the investment perfo 
mance of a pension fund is calculated ! 
book value—what the fund paid for 
stock or bond, not on its current mark 
value. All unrealised gains and losses a 















turn, in the sense of what has gone u 
down in value, is deemed irrelevant. 7 
in the case of the funds run by the: 
insurance companies, which .have 
36.4% share of the market, all pe 
funds are pooled into one big acco 
making it even harder for companie 
demand accountability. — l 

This system is. acceptable in J japan c 
because the pension business is sti 



























away. Moreover; t to question in any 
a company's ability to fund its pen- 
commitments is interpreted in Japan 
t worst of sins—disloyalty.. 

ompeting financial institutions locked 
of the cartel are. doing their best to 
pension fund management a live 
today. They are enjoying some 
ss. Their cause is: helped by foreign 
ries and: pension fund consultants 
are setting up in. Tokyo to preach 



























it. iti is still early days, however. The 
ole concept of performance measure- 
ment is brand new. In Japan the profes- 
ons of independent actuary or pension 
nsultant simply do not exist. 

If the accounting system is archaic in 
western eyes, the investment practice is 
so extremely conservative. In fact it is 
€ opposite of today’s tokkin stockmar- 
t fever. The average Japanese pension 
rtfolio is invested 55% in Japanese 
nds, 17% in Japanese equities, 10% in 
reign securities (nearly all bonds) and 
11% in long-term loans. Yet there is 
ample leeway for more equity invest- 
ment. Government regulations allow up 
o 30% of a fund to be invested in 




































J apan ' net foreign assets currently stand 
at some $150 billion and are growing at 
the rate of $70 billion a year. Only part of 
that money will be spent building fac- 
tories and buying fixed assets. The rest 
will have to be channelled into partfolio 
investment. 

Hence. the attention. the J apanese are. 
now paying to learning the business of 
international investment. How long will it 
take them? Five years at the. minimum. 
Most money managers, especially those 
who specialise in the Tokyo market, are 
convinced that the Japanese will learn the 
business quickly as they have learnt ev- 
erything else. Says one: “I am sure it will 
be a re-run of everything else. They are 
going to reverse engineer the: fund man- 
agement business.” 

It may, however, take longer than 
many think. Managing money is not a 
business that can be created simply by 
competing on price and building up mar- 
ket share—-the traditional Japanese way. 
For the status of a bargain-basement 
money manager is rather like that of a 
second-rate brain surgeon. He may well 
be cheaper, but do you want him to 
operate on you? In short, investment 
management skills. cannot be. dumped. 
That makes it different not only from 
selling widgets but also, in the financial 
sphere, from the Euromarke S. 
Nomura has shot to second p 


lere will be no radical change until 
gislation dismantles the cartel. Pension 
. funds are an extremely sensitive issue in 
Japan because the trust banks and life 
surance companies are large sharehold- 
sin many of the big industrial compa- 
nies. This system reflects a period when 
_the financial institutions dominated Japan 
ind companies were dependent on them 
r financing. That is so no longer, and 
here is now general recognition that the 
'artel will go. Said an executive at Sumi- 
omo Trust: “We hope it will last forever. 
‘he reality is not so optimistic.” 
"When will liberalisation come? Japan's. 
ension law is due to be amended in two 
ars’ time. At that point the city banks 
pan's national retail banks) will proba- 
y be allowed to compete for pension 
y, though they currently have no 
pertise. Japanese brokers’ investment 
inagement subsidiaries and foreigners 
ay have to wait a little longer. How long 
ay depend on how bold the companies 
^ in lobbying for more competitive 
nsion fund management. 
What is clear is that the Ministry of 
nance has signalled its desire for gradu- 
liberalisation, first. by introducing the 
“act which creates the regulatory ir 
jework for the discretionary manage- i 
ent of Pension money, ind second by — su 
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decision-making skills, which. 
mally associated with the typi 





ing. Where Will the J degree 












table of lead managers largely because vu 


qualities of painstaking consen: ; bui d- | 





shiny a trust ‘bank when: the pen- | 
sion business will be opened up anyway? ` 

Competitive management of all types. 
of money is on its way in Japan. But, 
despite the tremendous pressures, liber- 
alisation may not come that quickly be- 
cause the Japanese. want time to build up 
their own PENRE: -- | 


The Japanass today are ious British i in the 1870s and the Americans i in the 
1950s. They enjoy a vast capital surplus with the rest of the world | 


vestment isa task assuming some urgen- 
cy, if only because circumstances are 
making them assume tremendous curren- 
cy risks. This contrasts with the experi- 
ence of their British and American prede- 
cessors. When they ran surpluses they 
were investing their money in essentially 
sterling and dollar worlds. Not so the 
Japanese. Each time they invest money 
overseas they assume a foreign-exchange 
risk, there. being no substantial invest- 
ment outlets in offshore yen. 

The dilemma this poses is enormous. It 
is also without recent precedent. At no 
time in history has a country ever had to 
assume such foreign-exchange risks with 
such a large body of assets from which it 
hopes to derive its future prosperity. As 
the Japanese capital surplus seems set to 
stay for the foreseeable future, the skills 
needed to manage this money have be- 
come an ever more urgent priority. 

The Japanese do not want to farm out 
the management of their newly gained 
wealth to foreigners. Yet, they have little 
or no experience of equity investment 
outside their own domestic market. Take 
a big life insurance company às an exam- 
ple. With billions of dollars under. man- 
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about foreign stocks. 


To date, the Japanese have. been get- co 


ting round this. problem by putting their 
spare cash either into their own stockmar- 


ket, which is one reason it is so high, or. - 
into American Treasury bonds. They can- 


not go on doing so for ever. 


The Japanese equity bubble will ony : 
burst, and American government bonds 


are looking less attractive by the. day, 


because of falling yields and a falling 
dollar. Indeed, some Japanese institu» 


tions have already stopped buying them. 


That means that they have been forced 


into smaller, less liquid bond markets... 

As for foreign equities, the trust banks 
and life insurance companies remain al- 
most wholly ignorant. 
hold on average around 20% of their 
assets overseas, that is nearly all in bonds. 
They are slowly raising their investment 
in overseas equities from puny. levels. 
Sumitomo Life, one of the most aggres- 
sive, had Y654 billion invested in foreign 
securities on March 31st out of à total 
securities investment of Y2.47 trillion. Of 
that sum only Y57 billion was in foreign 
equities, compared with Y943 billion in 
Japanese equities and Y597 billion in 
foreign bonds. 

Besides diversification, assise reason 
that life insurance companies and trust 
banks are putting more money into secu- 
rities is that a traditional category. of 
assets, financial loans, is declining. In 
Sumitomo Life's case financial loans have 
fallen from 56% to 38% of total assets in 
the past six years. With companies either 
awash with cash or able to raise capital in 
other ways, that share will decline stil 
further. 


Learning new tricks 


nies hope to learn the international equity 
business? The crude answer is by piggy- 
backing. All the major companies have 
set up off-shore subsidiaries, mostly in 
Luxembourg. These usually apportion a 


small amount of money, say $50m, to a 


foreign investment management compa- 
ny. In return, Japanese trainees are 
placed with this company. It is their job to 
monitor what goes on and report back— 
that is, to learn the money manager's 
secrets. The long-term goal is to bring the 
management of these subsidiaries" funds 
inhouse and then substantially increase 
the size of them. If this is to work, the 
priority must be to make. money manage- 

pi in. . This: will 
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; two assy on n the staff who kho 


Although they 


capital haven: is 


à) perienced of ose mory 


The speaker is UBS’s Mr Meyer. He is 
talking about the Swiss Bankers Associa- 
tion’s decision to start measuring pension 
fund performance beginning next year. It 
will also measure the relative perfor- 
mance of different investment categories, 


be it Swiss equities or bonds,. foreign 


equities or bonds. 

‘This initiative was a direct response to 
the threat posed by the arrival of pension 
fund consultants in Switzerland touting 
their performance-measurement wares to 
companies’ pension trustees. British pen- 


~ sion funds have already caught the Amer- 
How do the trust banks and life compa- 


ican performance bug, with its aggressive 
ranking of one manager against another. 
The Swiss were one of the consultants’ 
next obvious targets. So though the Swiss 


banks bitterly resented this intrusion into - 
„their own domestic market, they felt 


sufficiently threatened to set up some 
degree of performance monitoring. Their 
system, however, will not go the whole 
hog and publish a ranking of individual 


pension funds by performance. Instead, 


each fund and manager will receive data 
on its own performance and how it has 


performed compared with others. 


The Swiss do not see this as an admis- 
sion of past failure. Instinctively, they 


remain deeply suspicious of the. whole 


trend. towards performance - me 
ment. The appeal of Switzerland as | 





; the brokers" domestic. find ‘mana 
t operations.) However, the subsid 
ie F eming, one 






a now has 11 ERISA accounts, of which 







n manage money internationally. It is ‘no 
. .up to the much more conservative ti 

. banks and life companies to develop tl 
iic pun money management skills. The c 
. petitive advantage will lie with those: * | 
ae so most quickly. | 





-Big Four sibekbrokets- Nomura, Dawe. 
Nikko and Yamaichi—have been much 
more aggressive. They have hired for- 
eigners and are today, by a long way, the 
most experienced of Japanese institutions 
in international equity investment. ` 
These subsidiaries were set up in the 
1970s. to manage Arab money in the 
"Tokyo market. Early on they suffered 
because of their parentage, being gener- 
ally viewed as churning houses to gener- 


The conservative approach 


"We could not tolerate this inroad into our area by foreign firms” 


international investment, the Swiss are 
some of the oldest practitioners around. 
That makes them reluctant to change 
their traditional ways of doing busines 
: But such is the American-driven pressure 
-for performance measurement that even 
the Swiss are succumbing—but only 3 on 
their own terms. = 


: They are starting from a low base. The 
average Swiss pension fund has only. 


is so in Switzerland. The two biggest 2 
categories are property-related, in di 


: assets. Property itself accounts for. 
i 30% of c à typical Swiss pension fund w 
mortgages pud up another 20% l 


xt only s secrecy but also: : 
reservation, 1 rather 













are now viewed as respectable a and 


even won some ERISA accounts, 







o are Japan-only mandates. 22 
a success of the brokers’ subsidi; | 





























































Af the Japanese are new to the game of 


To the Swiss, quarterly performance _ 
measurement points to volatile markets, 
in which short-term gains are pursued. 
This, they argue, means higher risks: To 
the consultants, this is just an excuse foi 
sloppy performance. Says one: “The 
Swiss banks are antideluvian. They think 
the world owes them a living.” 

The Swiss banks have profited in one 
respect from the new stress on perfor- 
mance. As in other countries, more and 
more Swiss companies are switching to 
active management of their pension 
funds. Seeing the high returns made from 
equity investment in recent years, th 
are also adding to their equity holding 


10% of its assets invested in equit 
though the official limit under last ye 
new pension law is 30%. More sensibl 
view: of the historic strength of the. S: 
franc in. which the pension fund's lia 
ities are denominated, a typical 
pension fund's average foreign curre 
exposure is under 5%, though the offi 
limit is 20%. 

The way any country's pension fu 
are invested reflects national quirks. ^ 





contrast to today's global fad for fin. 
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DENT 
Even the Swiss can get excited 


Swiss property market. It is no longer 
perhaps as safe an investment as the Swiss 
would like to think. Nor is it as good 
value. Some pension funds will still buy 
property in Swiss cities which yields only 
2%. Even measured historically equities 
have done better. A UBS study shows that 
over a 35-year period Swiss equities have 
offered an annual return of over 9%, 
. compared with 4.5% from Swiss bonds 
and 6% from Swiss property. As for the 
argument that equities are more volatile, 
UBS calculated that the risk of price flucta- 
tions, which deters many Swiss pension 
funds from buying equities, declines the 
longer the period of investment. No Swiss 
investor who held on to his equity portfo- 
lio for at least eight years during the last 
40 years suffered a loss. 

The other asset into which Swiss pen- 
sion funds put their money, apart from 
bonds, is unsecured loans to employers. 
Even the Swiss can sometimes be uncon- 
servative. 

Yet, if the Swiss pension funds remain 
relatively unsophisticated in their suspi- 
cion of equities, despite the statistical 
evidence, many other European coun- 
tries are positively backward. 


Some way to go 


Pension funds as institutional investors 
are virtually non-existent in France and 
Italy, and cast only a shadowy presence in 
West Germany (though Holland follows 
the American and British model). The 
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result has been to stultify the develop- 
ment of these countries' capital markets. 
At the end of 1983 the portfolios of West 
Germany's pension funds and insurance 
companies accounted for only 2.5% of 
the total value of equities in issue. That is 
one reason why London remains Eu- 
rope's largest stockmarket despite Brit- 
ain's waning economy. Britain's pension 
funds totalled £157 billion at the end of 
1985, the biggest outside America. 

Most of the European countries will 


gradually follow Britain's example and 
take up the cause of funded pensions, 
though it will take a long time. The pay- 
as-you-go system, as operated in France, 
is fundamentally imprudent. Throughout 
Europe, as in Japan, the population is 
ageing, swelling pension liabilities. These 
will have to be funded. Funded systems 
also have the happy effect of developing a 
country's capital market. 

The change will take time. That is why 
in many parts of continental Europe the 
money management industry has barely 
emerged from its formative stage. The 
way the money management business 
develops in any country follows broadly 
similar lines. Banks and insurance com- 
panies are first to go into the business. 
They then spin off specialist subsidiaries. 
Independent entrepreneurs then emerge, 
exploiting low-entry costs. Large finan- 
cial service organisations retaliate by of- 
fering a broadened product line. Finally 
specialist investment management com- 
panies develop. Most of Continental Eu- 
rope is barely past the first step on this 
road. 

Indeed, in Italy, Western Europe's big- 
gest saving nation, the development of a 
money management industry has been 
pioneered at the retail end of the industry 
through the explosive growth in local 
mutual funds. Although the first fund was 
not launched until 1984, the funds are 
already bigger institutional investors than 
Italy's life insurance companies. In the 
first three months of this year the net 
monthly inflows of mutual funds came to 
4 trillion lire ($2.5 billion). This resulted 
from the familiar phenomenon of falling 
interest rates pushing money into the 
stockmarket. It has been a boon to money 
managers everywhere who sell to the 
individual investor. 


The retail end of the business 


In a period of rising stockmarkets selling unit trusts or mutual funds is a 


lucrative business 


If the price of a unit in a mutual fund is 
rising by 20-30% a year, punters are 
happy to pay front-end loads—the join- 
ing-up fee—ranging between 5% and 
8%. Management fees also rise because 
the amount of money under management 
is growing, thanks to higher share prices. 
This double-edged effect works in re- 
verse, of course, when stockmarkets fall. 

Today's bull market has been running 
since August 1982, which also means that 
the next bear market is four years nearer. 
So it is no surprise that the retail business 
is booming as more and more small 
investors catch the investment bug. Mon- 
ey managers are responding by generat- 
ing a stream of new products to feed their 


appetite. This proliferation of product 
makes marketing sense, even if it risks 
confusing the customer. For not only does 
it increase the range of goods on offer, it 
also increases the odds that a manage- 
ment company can boast in its advertising 
about superior performance. For the 
more funds it sells, the better the chance 
that one of them will end up near the top 
of the performance tables. 

The multiplicity of products has gone 
furthest in Britain where there were, on 
August 31st, more than 900 unit trusts 
worth £30 billion. In America there were 
more than 1,200 equity and bond mutual 
funds, valued at $387 billion. (That does 
not include money market funds.) 
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Like many of today’s investors, you're proba- 
bly interested in putting your money to work 
for you on an international scale. But how 
can you make a globally diversified invest- 
ment that has the potential to provide an 
attractive total return — and also seeks to 
manage investment risk? 

Look into the Multi-Currency Bond Port- 
folio offered by Merrill Lynch International & 
Co. and organized under the laws of Luxem- 
bourg as a société d'investissement à capital 
variable. It's a total return portfolio com- 
prised of high-grade corporate and govern- 
ment securities from around the world. 

As such, it offers the potential for growth 
through capital appreciation from worldwide 
interest rate and currency fluctuations, and 
income. 

In addition to international diversification, 
the Portfolio offers a full range of both gov- 
ernment and corporate bond issues. And 
that helps to reduce your investment risk. 
Hedging instruments can minimize your risk 
even further. 

You'll ind added comfort i in knowing that 
the Portfolio — and your investment — is 
managed on a full-time basis by Merrill 
Lynch Asset Management, professionals 
currently responsible for the management 
of over $70 billion in assets, more money 
than any other investment firm worldwide. 

The Multi-Currency Bond Portfolio o is 

i designed to provide you i the attra 
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— 401986 Merrill Lynch, Pierce, Fenner 


returns, reduced risk and giobal diversifica: 


tion you may be looking for. And shares are o : | 
. convenient and easy to purchase. s 


Subscriptions are received only on the - 
basis of the prospectus, dated October 8, © 
1986. A free copy of our brochure and pro- 
spectus may be obtained from Merrill Lynch - 
International & Co. Or, subject to all applica- 
ble laws, from any Merrill Lynch Financial 
Consultant. You may also write to theregis- .— 
tered office of the Multi-Currency Bond Port- 
folio at 2, Boulevard Royal, Luxembourg, or 
simply return the ached coupon. 


[p--——-----------4 


Please send me your information brochure and a copy 
of the prospectus dated October 8, 1986 of the Multi- 
Currency Bond Portfolio: 


Return this coupon to: | 
Kathleen Wiltshire 

Merrill Lynch Europe S. A. | 
Luxembourg Branch 

Bivd. de La Pétrusse 68-70 | | 
L-2320 Luxembourg | | 
Tel: (352) 495156 | 
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-To Your $ Success. | 


Roval Lancaster Hotel, London, 
November 21, 1986 





"The big rise in share prices in the 1980s has not been 
confined to the main financial centres. Many 
investors have prospered in smaller markets, often 

making bigger profits than they would have gotin 
New York, Tokyo and London. 


Under the chairmanship of Rupert Pennant-Rea, 

- Editor of The Economist, world experts and 
practitioners in global investment will address the 

- conference on the small or emerging markets of 
Europe, Asia and Latin America. They will explore 
the practicalities of investing there, and the risks 

-and rewards. They will also assess whether these 
markets will provide a useful source of capital for 
developing countries. 























The event will be of particular relevance to fund 
< managers, stockbrokers and financial advisers. 
Finance directors of multinational companies with 
locally capitalised subsidiaries, trading houses, 
development banks and government representatives 
of the countries covered by the various presentations 
willalso find the conference of interest. 






The relaxation of regulatory measures 
in the world's financial markets is reshaping 
the structure of the financial services. 
: industry, which, in turn, is further 
-diversifying the already sophisticated needs 
of our customers. Alwayssensitiveto 
these needs, Sumitomo Bank responds by 
offering the right service at the right time 
- How do we do it? Flexibility and 
. innovation — key factors in our continuing 
2 success. And in yours as well. 











Please send me further details on the conference on investing | in 
Smali | Stock Markets, London, November 21, 1986 
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SUMITOMO BANK - 


3 À “Marunouchi 1 chome, Chiyoda-ku, Tokyo 100, Japan. 
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Number of funds _ 
Bond & Equity 









income 
1970 38 %3 
1980 191 287 
1986* 553  — 588 






Total net assets of: . 
bond & income funds] g 










equity funds f 
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Sóurce: Investment Company Institute 
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But the proliferation of mutual funds is 


common to all countries where stockmar- 
kets have been rising and interest rates 
falling. At the end of June in Japan, for 
example, where the whole field of person- 
al finance is only just beginning to take 
off, there was Y25 trillion in "investment 
trusts"—the Japanese equivalent of Brit- 
ain's unit trusts and America's mutual 
funds—up from Y19 trillion a year earli- 
er. These funds are sold and managed by 
the Japanese stockbrokers. Although 
they are still dominated by bond funds— 
representing two-thirds of the total in- 
vestment—the equity portion is rising, 
and with it concern about performance. 
The brokers have only just begun publish- 
ing the price of investment trusts. This 
will lead gradually to more emphasis on 
improving investment performance and 
less on generating broking commissions. 
To gain extra marketing cachet, Japa- 
nese brokers have also launched interna- 
tional. funds managed by foreigners. 
These have proved popular, demonstrat- 
ing that international investment can be 
sold at the retail level even in a country 
where it is relatively unfamiliar. Morgan 
Grenfell, one of the biggest institutions in 
this market, is now managing $1.2 billion 


from Tokyo, nearly all of it retail money _ 
sold through the Japanese brokers’ net- 


work of door-knocking retail salesmen. 


The broker makes a 5% front-end load on | 


the sale and the London merchant bank 
earns a management fee. 

Japan's life insurance offices are also 
getting into the act. In Japan 91% of all 
households have at least one member 


with some type of life policy. The life | 
Wei ede have ipee didis d vari- - 
























tail | inve Or is RA ever more ag- 
gressive and expensive. Here the indus- 
try's pacesetter is Boston-based Fidelity 
Investments. Still privately owned, it is 


. $56 billion of mutual fund money at the 


bilion. In 1985 Fidelity's assets under 
management grew by 46%. 


sales, operating a 24-hour-a-day, seven- 
day-a-week telephone service called 
FAST—Fidelity Automated Service Tele- 
phone. This currently handles 140,000 
calls a day, and some 50,000 of those calls 
are from potential customers inquiring 
about buying a Fidelity fund. Fidelity 
claims all calls are answered within ten 
seconds. This effort complements a large 


advertising budget. According to the Wall 
Street Journal Fidelity spent more than. 


$50m on advertising last year. Fidelity 
says it spent even more. 

Fidelity is not wedded simply to one 
form of distribution. Its funds are also 
sold through stockbrokers and banks, 
which take their cut, as well as through 
Fidelity’s own discount-broking subsid- 
iary, America's second largest. The test 
of all this explosive growth will come in 
the next bear market. Last time round 
Fidelity's. assets shrank by a third but 
from a much smaller base—from $4.3 
billion in 1972 to $2.9 billion in 1974, 

As the investment habit grows more 
familiar, investors are willing to buy ever 
more specialised funds. This is another 
reason for proliferation. It is somehow 
more exciting to own a high-tech or 
Hongkong fund than a boring old bond 
fund. International and even country 







Fidelity 
Assets under management 
at Dec 31st of each year 


now America's second largest manager of. 
mutual funds after Merrill Lynch. It had 


end of June, compared with Merrill's $69 


Fidelity's forte is marketing. It sells its. 
75 mutual funds primarily through direct - 


to the marketing man's ploys. This he 
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Source: Unit Trust Association in 
funds are sold increasingly at the retail. 
level. Fidelity has pioneered sector *port- 
folios" that are invested in one sector, fo 
example air transport or precious metals 
These are intrinsically riskier as they run. 
counter to the original raison d'être of the 
mutual fund, which was that it was a pool 
of money which gave the small investor 
the ability to diversify by investing ina 
broad basket of shares. : 

Still, the industry is not all that over- 
heated. Many American mutual fund in- 
vestors remain conservative. Even Fideli- 
ty, which has the image of an equity 
house, has 55% of its mutual fund assets 
in fixed-interest securities. The figure fo 
the rest of the American industry is 74% 
That means there is a lot of potential for- 
growth in equity funds, particularly if 
today's disinflation persists and the devel- 
oped economies are in for a prolonge. 
period of low interest rates. : 

One advantage of selling investmen 
products to a mass market is that many 
buyers lack sophistication. Laymen tend 
to be intimidated by, if not plain scare 
of, the investment world. Yet when the 
hear about their neighbours making mon 
ey, they can't resist having a go them 
selves. That makes them only too gullit 











































explain why in America so many investo 
buy funds which are "loaded" ——c. 
front-end fees—when there are many E 
load" funds available which carry 1 
charge save the annual management: 
Another reason is that stockbrokers « 
“loaded” funds because they tak 
n the up-front fee. In 1985 Ame 
ui made 1 8 billion i in commiss 
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up's record of long-term in 
erformance. Even so, an inve 
) load" fund automatically stai 


















the game 8.5% ahead. 

. Despite this, 70% of mutual-fund sales 
in America last year were of "loaded 
funds", demonstrating the clout of the 
local broker. The same pattern holds true 
in Britain, where unit trusts can advertise 
more aggressively than the Securities and 
Exchange Commission allows in Ameri- 
ca. This happens despite the much better 
value offered by Britain's closed-end 


investment trusts, which all sell at a 





. and clients with him. A mere 


_ puting power and secretarial 


discount to their net asset value but 


. which are not allowed to advertise them- 


selves because the law forbids a company 
from advertising its share price. In Britain 
unit trusts can also make money—some 
would say scandalously—by manipulating 
spreads. This can push the front-end fee 
sometimes into double digits without the 


_ investor even realising it. 


Hype is then inevitable at the retail end 
of the industry. Is today’s boom doomed 
to end in tears when bond and equity 
markets turn down? That is unlikely. 





There will be cyclical troughs but not a 
bust. The growth of mutual funds reflects 
a more deep-seated change. The habit of 
owning shares is growing. In 1947, 4m 
Americans owned shares. Today, 49m 
do. That trend is being repeated every- 


where capitalism prospers, and envied 


where it does not. Politicians sensing this 
sea-change will continue to encourage it. 

All this is good news for money manag- 
ers but the marginal firms will be 
squeezed out. To exploit the exploding 
retail market properly they will need the 
capital to market their wares to the 
masses. That means a network of sales- 
men and brand-name selling. 

Listen to the “contrarian” and long- 
term visionary Mr Templeton from his 
Bahamas hideaway: “My guess is that in 
ten years’ time you will look back at 
today’s growth in unit trusts as modest. 
We are witnessing a major permanent 
change. It will become normal for most 
families to own shares." 


When the party is over, the 


melody lingers on 


Every py today has its juggernauts and its niche players. Money 
S 


management is no exception 


The two sides of the money management 


. business will increasingly polarise be- 
. tween the retail (juggernaut) and institu- 
. tional (niche player). To date, most mon- 
. ey managers have been happy to offer 


both services. That will change. Selling 
retail products will demand increasing 
amounts of capital to pay for marketing. 


. Many money managers will choose not to 


afford this. They will either opt out, 
maintaining perhaps the odd flagship 
fund, or, as a compromise, link up with, 
say, an insurance company. Under this 
arrangement the money manager man- 


. ages the funds and the insurance 
. company uses its salesforce to 


sell the product. 

If size is a constraint at the 
retail end, the opposite is true in 
institutional business. It is be- 
coming easier for an individual 
money manager with a name 
and track record to leave a big 
organisation and set up on his 
own, taking a few colleagues 


$100m under management is 
probably enough to set up a new 
business as the start-up costs 
simply cover office space, com- 


assistance. 
An ambitious and cheeky ex- 
ample of this occurred in late 


The fizz never lasts - 
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August when virtually the entire interna- 
tional investment department left Put- 
nam, a big Boston-based money manage- 
ment company. The new firm, called 
Oechsle International, after Mr Walter 
Oechsle, the boss of Putnam’s interna- 
tional side, apparently took nearly one- 
third of Putnam's international money 
under management with them. Within 
days it had offices set up and running in 
Boston, London and Tokyo. The lure for 
the defectors is a share in the equity. 
Putnam International, which had $1.8 
billion under management in internation- 













al markets for 38 pension fund clients on 
March 31st, has filed a lawsuit against the 
11 employees who left. 

This trend will continue. Until recently 
most investment boutiques have been 
specialists in American securities. As 
global investment grows, there will be 
more and more boutiques specialising in 
overseas securities. An early example is 
Globe Finlay which began business in 
1983. The company manages its still mod- 
est $500m for clients in America, Austra- 
lia, Britain, Canada, France, Italy and 
Sweden from offices in Geneva, London, 
New York and Tokyo. As such, it sees 
itself as the epitome of “global”. 

The introduction of performance fees 
should improve the prospects of a niche 
company enjoying a low-cost base. Suc- 
cess will start to be measured by quality of 
performance rather than the amount of 
money under management. At the same 
time, cheaper computing power provid- 
ing easy access to information will in- 
creasingly mean a level playing field for 
big and small money managers alike. But, 
like a typewriter, computers in invest- 
ment are an aid, not a cure-all. They aid 
the investment decision: they do not 
make it. 

This survey will end where it began. It 
is written in a period of inflation of 
financial assets. That is a boon to money 
managers everywhere. It would be only 
too easy just to dismiss current phenome- 
na, such as record unit trust sales, over- 
paid money managers and general stock- 
market fever, as top-of-the-cycle stuff. It 
is certainly that. But long after the private 
investors, sucked into unit trusts at the 
top, have lost their shirts, after options 
and futures have been outlawed by gov- 
ernments and Wall Street's “quants” 
have returned to academia, after financial 
mania has turned to productive mania, 
there will still be money managers—and 
they will still be investing money round 
the globe. 

The crash will merely serve to 
sort out the men from the boys. 
That will be healthy, as there is 
currently excess capacity in 
nearly every area of financial 
services, including a lot of medi- 
ocre money managers happy to 
mimic the index. 

The best investors are like 
professional socialites. They al- 
ways know where the next party 
is going to be held. They arrive 
early and make sure that they 
depart well before the end, leav- 
ing the mob to swill the last, 
tasteless dregs. 

Good money managers un- 
derstand that. Investment is all 
about change and anticipating 
it. 
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e Mitsui dec ui decision-making is done at t local level, with ul ultimate uris placed - 
firmly ir in regional headquarters. 
€ Mitsui can therefore assure customers of the _ 
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fastest reaction to opportunity. 
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€ For the full range of services in international 
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banking, s securities business, merchant b banking 
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and consulting, contact Mitsui - first and fast. 
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Mitsui is best organized to respond fas stest to customer demands in 
the era of global business and finance. 


j MITSUI BAN 


Auer Division Headquarters: | Chase Manhattan Pinas 
New York, NY 10005, U.S.A. Te (212) 269-9750 — 5” 
Telex: WU 125435, 127616, RCA 232962, ITT 420637 


Europe Division Headquarters: 34/35 King Street, 23 ondon : 
EC2V SES, United Kingdom Tel: (01) 606-0611 — <7 a 
Telex: 888- 519, K88-757, SRR-902 Er 


Asia Division Headquarters and Head Office: — rs 
1-2, Yurakucho |-chome, Chiyoda-ku, Tokyo 100, Japi 
Tel: (03) SO1-1111 Telex: 22378, 322559, JA Pine H2644 


| 
| 
i 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 





Market 


connections. 


Money and financial markets, 



















domestic and international mar- 
kets. They're all interconnected. 
Ecu bonds with currency 
and interest rate swaps, foreign 
exchange and interest rate op- 
tions - these complex products 
can outperform traditional ones. 
New York, London, Paris, 
Singapore, Hong Kong, Tokyo... 
Banque Indosuez specialists are 
in constant contact with each 


other and evolving market con- 













nections. 


Banque Indosuez, present in 





65 countries, opens up a whole 


world of opportunities. 





BANQUE INDOSUEZ 


Head office : 96 boulevard Haussmann, 75008 Paris. 





PARIS : yen bonds. 


SINGAPORE: forward dollars. 
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juicy bits are in the manifesto 





My government 
the ballot boxes 


Parliament’s bill of fare for this year’s 
session will have a distinct pre-election 
flavour. Light, digestible and only mildly 
spiced, the 30-odd bills previewed in the 
Queen's speech next Wednesday -will 
leave the way clear for a: general election 
any time next year. 

Whitehall departments. have. been 
asked to suggest worthy but unconten- 
tious proposals, so that the government 
can.avoid bad publicity and members of 
Parliament will have as much time. as 
possible to butter up their constituents. 
All the legislative work should be done by 
early August-—rather than early Novem- 
ber, as this year—leaving a clear run for 
an autumn election. 

An earlier date is equally feasible. The 
government | has learned a lesson from the 
1982-83 session when the enormous Tele- 
communications bill had to be dropped as 
the June slectiom intervened, and labori- 







is getting out 


1988. If Mrs Thatcher goes to the polls 
after February 1 1988, she can be sure of 
overtaking Asquith to become the longest 
continuously serving prime minister since 
Walpole, who held office for 20 years in 
the eighteenth century. She seems unlike- 
ly to be swayed by that temptation. The 
reforms in the social-security system 
which became law this summer will be 
introduced in April 1988. Even those who 
will not be worse off as a result of them 
may easily be convinced that they stand to 
lose money, and blame the government. 
Most Tory backbenchers expect a date 
between May and November 1987. The 
choice of timing is much as it was in 1983, 
when Mrs Thatcher plumped for an elec- 
tion before the summer holidays, and a 


year before her time expired. She has 


now enjoyed a successful party confer- 
ence. After running behind Labour for so 
long, two public-opinion polls in Novem- 


ber have put the Tories in the lead: the | 
mon by dp for Pa disk Associa- 


for Scotland, Mr Malcolm Rifkind 


































1987 brings world recession. 
Predictably, the onset of election feve 
is driving the government towards 1 
creasing its planned spending next yeg 
As a result, income-tax cuts will be hard 
to manage. The chancellor of the exche 
quer, Mr Nigel Lawson, is losing his 
battle to hold spending down partly. be 
cause of the cabinet's anxiety to buy pre- 
election peace in Britain's schools, and 
partly because higher unemployment has. 
increased the social-security budget. © 
The leitmotif of the parliamentary se 
sion will be the curbing of left-wing loc 
authorities. That will make life diffi¢ 
for Labour—its leader, Mr Neil Kinnock, 
finds them hard to defend—but some of. 
the measures proposed may offend loc 
Tories, too. Two bills are being prepare 
€ Local-authority rates in Scotland will. 
d replaced with a community charg 
This will be a prototype for rate reform 
the rest of Britain the following year. Th 
community charge—similar to a poll ta: 
in its effect-—Is intended to increase th 
accountability of local government b 
making all voters pay a bit of t 
council's spending. The secretary of state 


convinced that it will ua vote-winne 
his fief.: 











One bill which is sure to consume plenty 
of government time during the coming 
parliamentary session is the criminal jus- 
tice bill. Its 120-odd clauses include the 
abolition of a defendant's right to dismiss 
prospective jury members without giving 
reasons (“peremptory challenge”), the 
ible introduction of a right of appeal 
y prosecutors against lenient sentences, 
and the extension of the maximum pen- 
| alty for carrying firearms while commit- 
ing a crime from 14 years to life. This last 
measure has been opposed by the Police 
Federation as well as by liberals, on the 
gone that a criminal on the run might 
more likely to shoot at a policeman if 
_ he knew that to do so would not increase 
his maximum sentence. 
` The bill will also include provisions to 
make it easier to catch big criminals. The 


Trafficking Offences Act, which will 
shortly- bring in tough powers for the 
courts to track down and confiscate the 
assets of drug dealers. The criminal jus- 
tice bill will propose more limited pow- 
ers to get at other criminals’ ill-gotten 
ns. : 

When the drugs legislation was in 
Parliament, there was cross-party agree- 
.ment that exceptional measures were 

needed to defeat the drugs trade. The 
. new drugs law allows courts to confiscate 


; authorities from spending money on La- 
bour candidates at the election. Even 
tougher constraints on the authorities will 

__ be saved for the manifesto. 

_ One other bill may alter the balance 

. between central and local: the education 

` secretary, Mr Kenneth Baker, may intro- 
duce an education bill to impose teachers’ 
salaries and terms of employment if local 
' authorities fail to accept the govern- 
 ment's proposed settlement to the teach- 
. ers’ pay dispute. , 
.— The Labour and Alliance parties look 
like having a frustrating session. Labour 
is in the better shape. In last week's 
. voting by Labour MPs for the shadow 
cabinet, the hard left failed to agree on a 
. common list of candidates with the soft 
. left. This split brought two more moder- 
ates into the shadow cabinet. One of 
_ them, Mr Bryan Gould, a former Rhodes 

‘Scholar from New Zealand, is the new 
_ Shadow chief secretary to the Treasury. 
. He will be a useful counter to the Tories’ 
. Mr John MacGregor, who has led the 
attack on Labour's spending plans. 

Of the other bills proposed for this 
session, the most important will deal with 
criminal justice (see box). The Depart- 
. ment of Trade and Industry's consumer- 

protection bill will make companies liable 

. for their products and tighten up regula- 

E about safety and misleading pricing. 
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Catching the big fish 


government has already passed the Drug ' 









all assets held by a convicted dealer over 
the past six years unless it can be proved 
that they did not come from selling 
drugs. It also gives the court the power to 
restrain assets before a trial, and the 
police and customs the ability to investi- 
gate a suspected dealer's bank account. 
This last measure is considered crucial, 
as many big-time crooks can be caught 
only through their financial dealings. 

To apply the same measures to large- 
scale crimes not involving drugs may be 
more difficult. One problem will be 
defining them. The Home Office fore- 
sees many anomalies if it tries to classify 
offences; instead it wants to set an arbi- 
trary cash minimum of, say, £5,000 on 
the proceeds involved. The biggest dif- - 
ference from the drugs act will be that 
the court will have to prove that money it 
confiscates comes from crime, rather ' 
than the criminal having to prove it is 
clean: reversing the burden of proof goes 
against the traditions of British justice. 

The hardest task for the bill's drafts- 
men may be to devise investigation pow- 
ers which are tough enough to track 
down wily fraudsters, and yet still politi- 
cally acceptable. The government knows 
from the stormy passage of the Police 
and Criminal Evidence Act in 1984 that 
any big extension of search powers can 
raise a political outcry. 







































The two recent acts to regulate building 
societies and financial services will be 
joined by a banking-supervision bill. 
None of these is likely to generate bad 
publicity—or indeed, much publicity of 
any kind. If the government slips between 
now and the election, it may be because 
of a scandal caused by things going wrong 
in the City, or because of political or 
personal misjudgments by one of its se- 
nior figures. It is not likely to come a 
cropper over one of the items on the list 
the Queen will read out on Wednesday. 


Knowsley by-election 
Mersey mud 


Where better than a by-election on Mer- 
seyside for the Labour leadership to put 
its newly-developed muscles to the test? 


The build-up to the Knowsley North 


campaign had all the ingredients of a 
classic Labour debacle: faction-fighting in 
the local party, the angry resignation of 
the sitting MP, Mr Robert Kilroy-Silk, 
under Militant pressure, the emergence 
of the cantankerous and far-left Mr Les 
Huckfield as the constituency party's fa- 
vourite to replace him. 

Enter Mr Neil Kinnock, right, wielding 
stick. His insistence on a more moderate 
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candidate seems—according to the latest 
poll, and barring last-minute catastro- 
phes—to have worked wonders. 

The campaign opened in confusion, 
after Mr Kinnock persuaded his national 
executive, by 13 votes to nine, to block 
Mr Huckfield's nomination and impose a 
moderate candidate, Mr George 
Howarth. The local party challenged that 
decision in court, lost, and- refused to 
endorse Mr Howarth. But the campaign 
itself has been low-key, concentrating on 
local issues such as housing. The biggest 
drama came when Mr Howarth sneezed 


on his way to visit a hospital, slipped a 


disc and entered the hospital as a patient. 

Knowsley is natural Labour territory: 
an endless string of bleak estates north- 
east of Liverpool, housing some of the 
most deprived people in Britain. On some 
estates four men in five have no job. Not 
surprisingly, in 1983, Labour took 65% of 
the vote, to the Tories’ 20% and the 
Alliance's 15%. Yet that is no cause for 
overconfidence. Last time the Labour 
leadership was publicly at odds with a 
locally selected by-election candidate, at 
Bermondsey in 1983, it managed to lose a 
“rock-solid” seat by a 32% margin. 

But parties change. In 1983, Labour's 
leader, Mr Michael Foot, was powerless 
to carry out a threat not to endorse the 
far-left candidate at Bermondsey: neither 
the executive nor the activists would have 
accepted such an intrusion into a constitu- 
ency party's autonomy. Mr Kinnock not 
only got the national executive to impose 
a candidate from the centre, for the first 
time in more than 20 years, but has so far 
avoided public recriminations from the 
nine executive members who voted 
against him. Party strategists endorsed his 
gamble because: 

@ The alternative was almost certain di- 


Unmilitant Howarth 
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Uncaring community 


The government needs to care more if community care is to succeed 


Social policymakers have for many years 
said that mentally ill, mentally and physi- 
cally handicapped and elderly people 
should be looked after at home or *'in the 
community" rather than in forbidding 
Victorian asylums and hospitals. In the 
1950s and 1960s, visionaries like the then 
health minister, Mr Enoch Powell, spoke 
of shortly reaching a point where all the 
old Victorian mental hospitals would 
disappear. Now Banstead hospital in 
Surrey has become the first large long- 
stay mental hospital to close its doors. 
But the government is under fire for its 
implementation of community care from 
a growing band of critics, whose num- 
bers will be further swollen when the 
Audit Commission publishes a damning 
report in early December. 

The policy's two main shortcomings 
are finance and organisation. Last year's 
community-care report by the House of 
Commons  social:services committee 
urged the government to accept the need 
for more spending if community care was 
to work. The draft Audit Commission 
report, now causing consternation at the 
Department of Health and Social Securi- 
ty (DHSS), is more brutal. Present poli- 
cies will, it says, lead 


at best . . . to a shift from one pattern of 
institutional care based on hospitals to an 
alternative supported by social security pay- 
ments—missing out community care alto- 
gether. At worst, the shortfall in services 
will grow, with many vulnerable and dis- 
abled people left without care and without 
hope. 
A lot of money is already spent on the 
people for whom community care is 
intended. The Audit Commission reck- 
ons they absorb annually some £3 billion 
of health-service spending, £2 billion of 
local-authority social-service spending 
and £1 billion of social-security pay- 
ments. Total spending, according to the 
commission, may not need to increase 
much. But serious short-term financing 
problems remain: 
e Community care implies a shift of 
resources from health to local authori- 
ties—to match the run-down of hospital 
places with the build-up of local psychi- 
atric nursing facilities, for example. But 
hard-pressed health authorities are re- 
luctant to release cash; and local-author- 
ity spending is throttled back. So al- 
though the machinery exists to move 
money along with patients, it is some- 
times not properly used. 
@ The big savings from the policy do not 
accrue until whole buildings are closed 
and sold, which cannot happen until the 
last patient is discharged. Meanwhile, 
transferred patients may need small- 
scale homes or help, for which neither 
capital nor revenue is available. 
e Health-authority and local-authority 
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spending can be directed to help meet 
policy objectives. Social-security pay- 
ments cannot. They may, indeed, con- 
flict with other policies. Patients may be 
shunted into private homes, with their 
fees paid from board-and-lodging social- 
security payments, even if the homes 
cannot cope. The annual bill for such 
payments has risen to more than £200m. 

The organisational problems are even 
worse than the financial ones. Health 
authorities, local authorities, social-se- 
curity offices, charities and commercial 
firms are all involved. Different agencies 
cover different geographical areas. One 
health authority can sometimes find that 
it deals with three local-authority social- 
service departments. Roles get con- 
fused: some health authorities virtually 
run their own community facilities, oth- 
ers leave it entirely to local authorities. 
Co-ordination and co-operation are ex- 
pensive and difficult, so often nothing is 
done. Nobody is in charge of each indi- 
vidual case. 

The result is all too often that patients 
slip through the net after being dis- 
charged from hospital. They may con- 
gregate in seaside resorts or sleep under 
railway arches; they get social security 


Home from a home 


but no other care; they may be exploited 
by landlords eager to get their rent 
allowances; in the end, they sometimes 
try to get back into the institutions from 
which they were discharged. 

Critics of community care agree about 
one thing—the government cannot sim- 
ply do nothing. The mental-health chari- 
ty, MIND, argues that, however imperfect 
care in large institutions may have been, 
it was better than nothing at all. Other 
critics say patients are being discharged 
even when they would be happier to 
remain in hospital. Experience in Italy 


BRITAIN 


and America, where community-care 
policies have gone much further, is not 
encouraging: everybody has anecdotes 
of mentally ill people aimlessly wander- 
ing the streets of Rome and New York. 

The DHSS is defensive. Its officials 
point to examples like Exeter, where the 
policy is working, rather than to Lon- 
don, where it is not. They accept the 
need for better co-ordination—indeed, 
last year, they published proposals for 
strengthening it. They are reviewing the 
effects of social security on community 
care. But the department is under pres- 
sure from the Treasury; that is why, for 
example, it will not let health authorities 
borrow against the security of their 
buildings and land to release cash more 
quickly. 

The government is also fighting shy of 
tackling the organisation of community 
care. The social-services committee last 
year said that the separation of health 
from social services was illogical and 
inimical to the interests of patients, à 
point ignored in the government's re- 
sponse. The Audit Commission suggests 
different roles for each group: local au- 
thorities to be responsible for the men- 
tally and physically handicapped, the 
health service to look after the mentally 
ill, and joint bodies to care for the 
elderly. The experiences of the past 
decade have made reorganisation a dirty 
word; but it may be necessary if commu- 
nity care is not to become a growing 





scandal. 

The Audit Commission's draft report 
wants a fundamental review of commu- 
nity care. The social services secretary, 
Mr Norman Fowler, is said to be think- 
ing of publishing a green paper. He 
should hurry up with one. Reformers 
fear that one bloody piece of violence 
from a discharged and uncared-for men- 
tally ill person could provoke public 
demand for a return to locking people up 
in institutions. That would destroy 30 
years of progress towards a more hu- 
mane attitude to the sick of mind. 
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. saster: all the old images of Labour as a 
. feuding party dominated by extremists 
_ could easily have been revived in a Huck- 
. field-led campaign. Mr Kilroy-Silk’s for- 
mer election agent was planning to stand 
as a Labour independent. 
| €* Anti-Militant feeling in the party is 
running high. The official pretext for 
intervention was that Mr Huckfield, 
— when selected as a Euro-candidate, had 
. promised not to stand for Westminster 
_ before the next general election: this kept 
to the letter of the rule-book but estab- 
lished that its spirit may now be broken 
against a Militant-dominated local party. 
€ Mr Howarth—a former deputy leader 
of Knowsley council—could be portrayed 
às a local man. 

Best of all for Labour, the last-minute 
switch of candidate dished Liberal plans 
for a campaign against Mr Huckfield, 
supervised by their national by-election 
. Organiser, Mr Andy Ellis. The Liberals, 


T 
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. who appear to have replaced the Tories as. 


_ the strongest challengers in the seat, are 
_ still going in for the odd smear. One of 
their leaflets alleges that Mr Kinnock 
thanked their candidate, Miss Rosemary 
.. Cooper, a Liverpool councillor, for the 
stand she took against Militant; in fact, 
his office had simply acknowledged a 
letter she had sent to him. 
.. Mr Howarth has been working hard to 
dissociate himself from Mr Derek Hat- 
. ton, the deputy council leader in neigh- 
 bouring Liverpool, whom Labour has 
. expelled. He has been helped by the 
. convenient fact that Knowsley council, 
which used to employ Mr Hatton, recent- 
ly sacked him. According to a poll broad- 
. Cast by the BBC's Newsnight on November 
4th, his tactics are working. Of those 
polled, 57% said they believed that the 
policies of the Militant-controlled Liver- 
pool city council had been bad for Mer- 
seyside. Yet Labour's vote in the constit- 
.uency had actually risen by two points 
since 1983, to 67% of those voicing a 
preference; the Liberals got 22% and the 
ories 10%. If those figures are con- 
firmed at the polls next Thursday, Labour 
will have proved its ability to keep its reds 
ocked securely under its bed. 
























Privatisation 
Floating votes 


. Having turned the British into a nation of 
. property-owners, the government now 
wants to see a nation of shareholders. 
Some Tory Mrs hope that could create a 
“constituency of interest at the next elec- 
tion to build on the support the Conserva- 
| tives won in 1983 from tenants who were 
given the chance to buy their council 
senses. If British Telecom (BT) or British 
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All capitalists now 


Gas shareholders are worried that a La- 
bour government will snatch their shares, 
they might vote Tory instead. 

A quick look at the figures might seem 
to support that hope. According to a 
recent Dewe Rogerson/TsB survey, share 
ownership has trebled since the election 
in 1983: today 7m people own shares. 
Suppose the British Gas flotation adds 5m 
to that number, as the government hopes: 
the result would be an average of some 
20,000 voters per constituency—which 
might make all the difference in a margin- 
al seat. 

The Labour party cannot hope that the 
new share-owning democracy is only a 
nation of stags: people who sell their 
holdings of shares in newly privatised 
companies just days or weeks after the 
offer. Of the original 2.3m shareholders 
in BT, 1.6m still have their certificates 
stashed away. Of prospective British Gas 
holders, only a tenth say they will sell 
within a year; three-quarters think they 
intend to hold for more than three years. 

Yet even though the Tory party chair- 
man, Mr Norman Tebbit, has written to 
BT shareholders warning them of La- 
bour's renationalisation plans, he may 
not win new support as easily as he 
thinks. For a start, he is uttering warnings 
mainly to the converted. In a MORI poll 
carried out in March among people whose 
BT shares were their first share-purchases, 
only 14% intended to vote Labour, com- 
pared with 53% intending to vote Conser- 
vative and 31% for the Alliance. 

Will that 14% be swayed away from 
Labour? It is unlikely. Wider share-own- 


ership cannot hope to garner as much - 


support as selling council houses. Buying 
à house is the biggest financial decision 
most people make in their lives; finding 
£250 to buy BT shares is not. 

Besides, most BT shareholders, when 
questioned about Labour's policy, doubt 
that it will happen. Either they think 
Labour will not win the next election; or 
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that it cannot afford to buy the shares 
back; or that it will not do so because the 
policy would lose it too many friends. In 
fact, Labour's proposed renationalisation 
is quite cleverly designed: of the three 
options on offer, shareholders will appar- 
ently lose only if they choose to be paid in 
cash, and even then they will get back all 
their original money. If they opt for 
income-bearing or asset-backed securities 
instead, they will swap their shares for 
notes allegedly of the same value. 

While the new shareholders seem un- 
concerned about Labour's plans, they are 
worryinglv naive about the stock market. 
In the same MORI survey, 8095 of BT 
shareholders thought that in buying their 
shares they were incurring only a low risk 
or none at all. Just over half thought their 
investment less risky or as risky as keep- 
ing money in a building society. If their 
shares start to fall below their offer 
prices, they may blame the government. 

The government will need to keep the 
new share-buying public—not just wid- 
ows and orphans—away from the im- 
pending flotation of British Airways. 
How to explain to financial ingenues that, 
to judge from American experience, the 
price of airline shares will fluctuate more 
than a jet hitting turbulence? If people 
buy BA because they are convinced they 
can make an easy killing out of it, the 
world's favourite airline may become the 
government's least favourite share. 


CBI 


Business 
bureaucrats 





Of all the autumn conferences, the last 
and shortest—and often the most bor- 
ing—is that of the Confederation of Brit- 
ish Industry. That may now change. 

Soon after this year's conference, 
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which starts in Bournemouth on Novem- 
ber 9th, the CBI will acquire a new direc- 
tor-gener-al with the right background to 
tackle the confederation’s most painful 
outstanding problems. 

The incumbent, Sir Terence Beckett, 
took on the job in 1980. He inherited a 
CBI that was outspoken but broke; under 
him, it has become solvent but dull. It had 
moved expensively into the Centre point 
building just when the collapse of Brit- 
ain's manufacturing industry threatened 
to cut its rising income. Sir Terence, 
previously chairman of Ford UK, turned 
the CBI round. He balanced the books, 
cut staff members and used the spare 
office space to move into the conference 
business. In 1985, this turned in a profit of 
almost £800,000. 

Except on one occasion, he has not 
been a pugnacious leader. The only time 
he ruffled the government—when he 
talked of a “bare-knuckled fight" at his 
first conference—Sir Terence managed to 
give the impression of meaning a fight 
against the prime minister's economic 
policy. So she understood him; they had a 
stormy meeting the following day. Since 
then, he has abandoned the high-profile 
approach. When the CBI does go public— 
telling its members to pay their workers 
less, for instance—it is apt to embarrass 
itself. A trade-union research group has 
just argued that the pay of the CBI's own 
top brass has been rising at an annual 
14%. Anyway, the CBI is a victim of 
Thatcherite impatience in general: the 
government wants to get on with its job, 
not listen to whining—wFether from 
workers or bosses. 

Sir Terence leaves the CBI with two 
weaknesses: it is bad at making policy; 
and it is bureaucratic. Policy-making is 
hindered by the breadth of the interests 
the CBI purports to represent. Too often, 
interests conflict—for example, the ques- 
tion of whether vAT should be imposed 
on imported cars at the point of entry. 
Rover and Jaguar think it should; but 
Ford and Vauxhall, both members, make 
cars abroad. They are understandably 
reluctant to let their dealers lose six 
weeks' cash flow—and they tried, unsuc- 
cessfully, to get the CBI on their side. 
These rows will grow worse as member- 
ship increases in the service industries, 
among small firms, and among British 
subsidiaries of foreign companies. How, 
the staff ask, can they find an identity of 
interest between the giant Japanese secu- 
rities house of Nomura and a medium- 
sized Midlands engineering firm? 

The cBi's bureaucratic blight is shown 
by the rigmarole which has to be gone 
through before it can send the chancellor 
its ideas for the budget. The staff drafts a 
document. The tax committee, which 
meets monthly, amends it. The document 
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goes on tour to the 13 regional councils, 
the smaller firms council and other com- 
mittees. Then it returns to the main 
council of the CBI, which has 400 mem- 
bers. Altogether 3,500 people have 
helped write it. So the staff has to start 
work even before it knows the contents of 
the chancellor's autumn statement of the 
year before. 

The cBr's defenders talk of it without 
shame as a private-sector civil service. “If 
our staff were go-getters", says one, 
"they'd be running businesses". They are 
not. Ten floors of the Centre Point build- 
ing are taken up by 240 of them, many of 
whom have chosen the CBI as second-best 
to the Treasury. In the middle ranks, the 
pay is poor; the annual turnover rate is 
22%. Below the director-general, there 
are three warring deputies; below them, 
eight directors; below them, 22 deputy 
directors. 

The new director-general, Mr John 
Banham, is now controller of the Audit 
Commission, which specialises in hunting 
down local-authority waste and ineffi- 
ciency. He is currently keeping quiet 
about his ideas. But he is sure to think 
hard about what the CBI is for, and how to 
make best use of its strengths. 

Its most promising future might be as à 


high-powered lobby. Instead of general 


campaigns—for sterling's entry into the 
EMS, for instance—under Mr Banham, it 
will probably save its breath for specifics. 
The Audit Commission style is to offer 
solutions. He is known to favour invest- 
ment in sharply-defined areas of educa- 
tion and training, like engineering, in 


Beckett buried the knuckles 
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which Japan has turned out 400,000 more 
graduates than Britain in the past seven 
years. Other possible interests might in- 
clude energy pricing, housing finance and 
tax policy. 

Mr Banham ought to resist the tempta- 
tion to be the bosses’ boss. Rather than 
trying fruitlessly to persuade managers to 
pay and accept low wage and salary rises, 
he could develop the CBI as an informa- 
tion source for its members. That would 
mean using computers—of which the or- 
ganisation has scant experience. Some of 
the committees would have to go. But Mr 
Banham could take advantage of the fast 
turnover of staff to second in high-flyers. 
For the CBI, next year should be exciting. 


Rented housing 


Tax breaks for 
landlords? 


It took them seven years, and still they 
went only halfway. But they did it: Mr 
John Patten, the housing minister, last 
February announced that the next Tory 
government would free new tenancies 
from rent control. The Tories, obsessed 
till then with owner-occupation, had re- 
discovered the rented-housing market. 
The question now is: what will they do to 
make it grow? 

Mr Patten faces two obstacles. One is 
ancient and well-known: a Labour gov- 
ernment might reverse any Tory decon- 
trol, so potential landlords are scared to 
take advantage of it. The other sits on his 
own front bench: Mrs Thatcher, deter- 
mined to maintain tax relief for owner- 
occupiers. Tax-relieved mortgage loans 
push up house prices; so a potential 
landlord—or developer—can usually do 
better selling a house than letting it. 

One way round the Labour obstacle is 
through “assured tenancies”, free of rent 
control, but giving virtual lifetime securi- 
ty and offered only by approved landords, 
such as housing associations or building 
societies. Labour can hardly damn these 
as ruthless Rachmans, and does not. The 
housing associations have just got permis- 
sion from the Treasury to mix up to 30% 
of private finance with their traditional 
public money. The private capital will be 
serviced by charging "assured" rents 
rather than the usual controlled ones. 
Building societies, recently set free by law 
to widen their activities, are being invited 
to use their new freedom and build for 
assured-tenancy rental. 

A new housing law (the Housing and 
Planning Act) will allow rehabilitated 
property—not just new-built, as now—to 
be let on these terms. Separately, the 
notion of "approved" landlord may be 
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widened, to be opened to partnerships 
(though still not to individuals). 

None of this gets round the economic 
obstacle: owner-occupation is made at- 
tractive by tax relief, rental is not. So a 
new idea is going the rounds: if you 
cannot get rid of one tax subsidy, for the 
owner-occupier, match it with another, 
for,the landlord. Perhaps allow individual 
landlords to offset the profits of letting 
against losses from other activities. One 
notion, practised in West Germany, is to 
allow landlords to deduct from their tax 
bill some of the purchase price of their 
property. 

There are three large obstacles. One is 
the Treasury, seldom keen to give tax 
revenue away. Another is cost: it makes 
sense to subsidise needy people (through 
housing benefit), but not to give subsidy 
away indiscriminately (as is already done 
by mortgage-interest relief or low council 
rents). The third obstacle is common 


sense: it cannot be right, especially for a 


free-market party, to invent new subsi- 
dies because you have not the guts to get 
rid of old ones. 

If landlords are given tax breaks, it will 


probably be only after the semi-free mar- 
ket—decontrol of new tenancies—has 


been tried first, and found wanting. At 


. which point the proper answer would be 


to decontrol other tenancies, too. 


BBC 





.So who's biased? 


Britons know that their television news is 
reasonably neutral—if only because it is 
attacked by the right and the left in 


. roughly equal measure. The Conservative 


party chairman, Mr Norman Tebbit, does 


. not know it. On October 30th, he sent the 


governors of the BBC a ferocious dossier, 
compiled by Conservative Central Office, 
about its coverage of the American 
bombing of Libya last April. The dossier 
purported to analyse the television news 
programmes of the BBC and of the com- 
mercial network's national news organi- 
sation, ITN. The BBC was found to lean 
too much towards Libya and those who 


. opposed the raid; ITN was found to be 


objective. 

Mr Tebbit’s denunciation earned some 
scepticism from his party colleagues, and 
fury from the opposition, which saw it as 
a crude attempt to put pressure on the 
BBC in the run-up to the general election. 
This week the BBC replied. Its rebuttal of 
Mr Tebbit’s claims was accompanied by a 
letter signed by the newly appointed 
chairman, Mr Marmaduke Hussey, and 
his fellow governors, defending the BBC’s 
independence. 

The BBC divided Mr Tebbit's 21-page 





dossier into 35 separate allegations. The 
final tally is clear. Unless the BBC's reply 
contains straightforward lies (about the 
words used in broadcasts and the length 
of various bits of film), the Tories made 
34 wrong or misleading statements and 
the BBC made one. That one was to imply 
that an attempt to place a bomb on an El 
Al jet at Heathrow was a reprisal for 
Britain's support for the American raid. 
ITN (and at least five national newspa- 
pers) made the same mistake; Mr Teb- 





bit's dossier did not acknowledge this. 

One of Mr Tebbit's points was that to 
support a headline—''Worldwide con- 
demnation of the American airstrike”, 
the BBC quoted only 

Arab or Communist states with strong vest- 

ed interests whose criticism was totally 

predictable. 
The BBC points out that its broadcast 
quoted criticisms of the attack from 
France, West Germany, Spain, Italy and 
two Arab countries which are traditional 
enemies of Libya, and said that à UN 
debate later that evening would bring 
more criticism (which it did). 

Another charge was that, speaking 


Proud poppies 


At 11 o'clock this Sunday, November 
9th, silence will descend on the crowd 
gathered in Whitehall to mark Remem- 
brance Day. The Queen, the party politi- 
cal leaders and other dignitaries will lay 
their wreaths at the foot of the 
Cenotaph. 

The 60-year-old ceremony is the cul- 
minating point of the year for the Royal 
British Legion, which runs the poppy 
appeal. It raises around £8m, which 
finances the poppy factory in Richmond 
(employing 112 disabled veterans); hard- 
ship grants to ex-servicemen and their 
families; and contributes towards run- 
ning a country-wide group of small busi- 
nesses employing former soldiers, in- 
cluding London's largest taxi-driving 
training centre and the country's largest 
maker of road-signs. The Legion says it 
is more hard-pressed for money than 
ever before, and forecasts that demands 
will continue rising for the next few 
years. 

Nevertheless, the second world war is 







about two Britons (who really were killed 
in reprisal) 
whereas ITN said the hostages were “mur- 
dered”, the BBC merely said they were "shot 
through the head" and "killed", neutral 
terms which decriminalise the act. 


The Tories’ report adds, confusingly 

. . . although at the very end of their broad- 

cast the BBC did acknowledge that the hos- 

tages "have been murdered". 
but strangely does not add that whiter- 
than-white ITN also used the neutral term 
"shot". 

Mr Tebbit has promised a reply to the 
BBC's reply. He would be wise to concen- 
trate on the corporation's loose manage- 
ment rather than its supposed bias. For 
detecting television bias is a parlour game 
anyone can play which is especially 
tempting for politicians, apt to see no 
news as good unless they are on it. To see 
how hard it is to make the charge stick, 
consider one recent item. 

On November 4th, the BBC led its 9 
o'clock news with a story on the East- 
West jamboree in Vienna and memorials 
of the 1956 Hungarian uprising. It ran for 
almost 33 minutes, giving star—and 
lengthy—billing to Sir Geoffrey Howe. 
That evening ITN gave the same story only 
sixth place, with less time (and little of 
that for Sir Geoffrey). Does this prove 
that the Beeb 
(a) is a tool of the Foreign Office? 

(b) is a nest of card-carrying righties? 
(c) would not recognise a boring story 
that got up and thumped it on the nose? 

Or does it simply show that if you pick 
on one item in thousands as proof of 
anything you will fall flat on your face? 


now 41 years in the past; national ser- 
viced ended 30 years ago; and the Falk- 
lands campaign has not produced many 
cases needing voluntary help. A time will 
come when the poppy appeal will no 
longer be needed. Other voluntary insti- 
tutions are also facing redundancy: the 
Royal Hospital at Chelsea, for example, 
has difficulty finding potential inmates; 
the seamen's Dreadnought hospital at 
Greenwich has already closed. 

The Legion is not just concerned to 
dispense charity: it also lobbies the gov- 
ernment, especially over war pensions. 
These are paid by the defence ministry 
for able-bodied veterans and by the 
social-security department for the dis- 
abled. The system is, however, riddled 
with anomalies. War-pension terms were 
substantially improved in 1973, but only 
for future beneficiaries. This means that 
Falklands widows, for example, are far 
better treated than their second-world- 
war counterparts. The government says 
it would be too expensive to treat every- 
body similarly. But as the numbers of 
beneficiaries tail off, a point must come 


"when this excuse wears thin. 
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takes chida from a group led by 
James Goldsmith. 





: ; Aftert the. D won control as T 





ign | The Reagan administration decided - 
| to abstain on a vote for a $250m 
|. loan to Chile by the World Bank. 


1 The vote is due later this month. 
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oyd' E insurance brokers, 
| leath and Fielding Insurance, | 
agreed to merge. This is to fend offa | 
Er takeover of Heath by P.W.S. 
3 Holdings. 


E -. The. American subsidiary y 'el 














.| for Celanese, to expand its. American dove 
chemical operations. | Wi pnus. 


London' $ Stock Exchange has sent v a 
..14 people to speed settlement of - — | . 

deals at firms that have accumulated. TX 
-a backlog of trades totalling eee 
after less than a fortnight of. 
deregulated trading. : 






d IATA forecast that world airlines would 
| make a net operating loss in 1986 on | 

wer international scheduled routes, | 

Eo compared with a $200m profit last 

year. | 










-Norton Opax raised to £158m its bid 
_ 1 for McCorquodale, but the rival 
| British. printer's board quickly made a 
| higher management-buyout offer 
worth £162m. 


| Montedison and Mediobanca ended es 

| their battle over La Fondiaria,an |. 

| Italian insurance group, by agreeing S 
that each should appoint half of. a f 
new board of directors. 


















| PepsiCo is discussing plans to open 
T oe 2 | up to 100 pizza chain restaurants in- 
Nikolai Ryzhkov, the Russian prime . | Russia, 13 years after introducing the 
minister, criticised Comecon for. | first foreign soft drinks there. i i 
failing to encourage the creation of = |. ete the remaining 47% of Allied proren, "eb 
cross-frontier companies. and aed “South African government agencies | an American retailer. 

organisations. "coo | have started to move large deposits 














Canada's Campeau won a two- 
month battle to buy for $1.7 billion. 




















; .| from American banks into British and | China agreed to buy $550m-worth of : 
.| Continental European ones. This . | advanced American electronics for 
: : 2 | follows anti-apartheid sanctions | its own F-8 jet fighters, according to 
EA imposed by America. ` Ur thè American air force. SE 


Union Carbide plans to buy gack 
$2.5 billion of debt securities — 
following its repulse ofa takeover. 
attempt by GAF: 
















ues Goodyear, the world’s largest tyre. 
- | maker, planned to sell Celeron, its. 
| .* energy subsidiary, to parry a 






Economic ex and financial indicators. Ht 
. are on pages 107-108. 


MCorp, Texas's. second bipes 
bank, suspended its dividend. 
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"We en terrorism in Europe cut transAtlantic passenge 
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Extract from the Interim Report 
D eneery-August 1986 


_ Sales and Income: Consolidated sales during the first eight months 

_ amounted to SEK 22,599 m. (19,971), an increase of 13 percent compared 
with the corresponding period last year. Foreign market sales increased 
. by 21 percent to SEK 15,125 m. (12,538), corresponding to 67 percent (63) . 


of total sales. Exports from Sweden increased by 30 percent to | te i 
SEK 10,703 m. (8,236). | — 


Order bookings amounted to SEK 21,700 m. (20,760). Consolidated order 
backlog at the end of the period was SEK 20,500 m. (19,650). 


Income after financial income and expenses totalled SEK 1,918 m. (1 610). . 
Income before appropriations and taxes increased by 20 percentto | 
SEK 1,935 m. is 616), SOTTSSpoueMig to 8.6 (8.1) Perea of sales. 
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el return on total assets for the last twelve-iioriths period amounted to 44. 0 percer 
as, 8) | The iere return on total assets, non-interest-bearing liabilities excluded, was 


apital Kxpenditures: Capital expenditures for property, plant and punt amounted to SEK 1,317 m. 
d O88), The two automotive divisions accounten for SEN 1,050 m. sd 
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WORLD BUSINESS 





Only America is big enough for 
West German giants 


Whether they make chemical or electrical 
goods, sell books or insurance policies, 
cash-rich West German companies are 
buying American firms and are on the 
prowl for more. The fall of the dollar 
against the D-mark has made, German 
investment in the United States cheaper, 
and again excited West Germans’ desire 
to be big in the world’s biggest market. 
There may have been more acquisitions 
in the past (see chart) but never such 
large ones. 

Hoechst, a chemicals group based in 
Frankfurt, has made the most spectacular 
move yet, with a $2.85 billion bid for 
Celanese. Buying Celanese would give 
Hoechst some bulk chemicals business it 
has been getting out of elsewhere. But it 
would also propel it to top place in the 
American polyester fibres market, ahead 
of Du Pont, which may attract the atten- 
tion of America’s trustbusters. 

With the Celanese deal, Hoechst would 
surpass its big German rivals, Bayer and 
BASF, to become the world’s largest 
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THE ECONOMIST NOVEMBER 8 1986 


BONN 


chemicals group. Hoechst had worldwide 
sales last year of DM42.7 billion ($14.5 
billion); Celanese of over $3 billion. BASF 
made a big push in America last year, 
buying Inmont, a supplier of paint to the 
vehicle industry, for $1 billion. It also 
took over three smaller companies and 
reorganised its American operations un- 
der a newly formed BASF Corporation. 
Bayer has long been strong in the Ameri- 
can market, which accounts for about 
25% of its sales. This year, it bought back 
the right to use its name and trademark 
there, which it had lost after the 1914-18 
war, It cost $25m—a snip at the price. 
Bertelsmann, tucked away in the small 
Westphalian town of Gütersloh, has re- 
cently snapped up RCA Records and 
Doubleday, the American publisher, to 
become the world’s biggest media group. 
In the year to June 30 1986, Bertelsmann 
had worldwide sales of DM7.6 billion, of 
which DM1.5 billion came from America. 
The new acquisitions mean that sales this 
year will exceed DM10 billion, more than 


On your marks 


W German acquisitions of US companies: 





+ Bertelsmann & Hoechst 
(assuming Hoechst successtul) 
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DM4 billion of that in America. It is a 
rags-to-great-riches tale for Mr Reinhard 
Mohn, who plucked Bertelsmann out of 
bomb rubble in 1945 and today controls 
nearly 90% of its common stock. 

Siemens, the biggest German electri- 
cals group, with annual sales of more than 
DMS0 billion, is also on the look-out. 
This year, it paid $420m for bits of GTE, 
an American telecoms company, and last 
year it acquired, or raised its stake in, a 
handful of smaller American outfits. Its 
capital investment in North America last 
year totalled DM727m, compared with 
DM469m in Western Europe, excluding 
West Germany. 

But it is still looking for a big catch. It 
would have loved to buy into the Ameri- 


can factory-automation business last year 


by acquiring Allen Bradley, but it minds 
the pfennigs and decided to pay no more 
than $1.5 billion. So it was outbid by 
Rockwell. Bosch, West Germany's sec- 
ond biggest electrical concern, is boosting 
manufacturing capacity in America. Even 
the once debt-ridden AEG, long too poor 
to buy anything much, has acquired a 
small high-tech American company, 
Modcomp. 

German service companies are inter- 
ested in America, too. Allianz, the big- 
gest and most acquisitive German insur- 
ance group, is sniffing around there; last 
year, America accounted for DM1.5 bil- 
lion of its total world premium income of 
DM17.4 billion. It pored for months over 
the insurance interests of Armco before 
deciding against buying them. 

On the American Commerce Depart- 
ment's historical figures, West Germany's 
direct investment in America has a book 
value of more than $14 billion. More than 
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| 2,000 German-owned firms are active 
| there, employing around 400,000 people. 
The figures are rising fast. West German 
mpanies have plenty of cash. Earnings 
. of the chemicals companies in 1985 regis- 
_ tered their fourth successive sharp annual 
increase. Bertelsmann has quintupled its 
net profit to more than DM300m this 
decade. Siemens has a cash hoard of some 
— DM20 billion. It is so careful about 
- spending that wags call it a bank with a 
J sideline in electricals. 
. The American economic boom of 1983- 
 8Sand the high dollar that accompanied it 
helped German companies to increase 
their exports to America, and their prof- 
its. But with the dollar down by more 
. than 40% against the D-mark since early 
-. 985, exporters are feeling the pinch. All 
the more reason to boost investment 
across the Atlantic, to manufacture there 
both for the home market and export. 
That is what several companies (like 
Volkswagen) did in the strong D-mark 
days of the 1970s. Now it is a repeat 
performance but with a much bigger cast. 
. For some companies there are reasons 
. other than cash and currencies to look to 
. America. Bertelsmann cannot grow much 
more in Germany without falling foul of 
the cartel authorities. Much the same 
goes for Allianz. The Germans are taking 
| some opportunities to expand in Western 
Europe but it is still far from being the 
. "common market" that would make it as 
attractive as America. 
= However, America has not always ful- 
filled West German dreams. Bertels- 
 mann's glossy magazine Geo flopped 
| there, and it may get dyspepsia as it tries 
to digest its two latest acquisitions. Thys- 
sen, the steel and engineering concern, 
had problems with Budd, its American 
" | engineering acquisition. The Flick group 
t less technology transfer than it said it 
expected from the stake in W. R. Grace, 
which has since been sold. Siemens took 
. over Allis-Chalmers, an engineering 
| group, and has spent much time and 
. effort on restructuring. Still, that will not 
stop the West Germans going to Ameri- 
_ca—where they think they have to be. 


IN. 


Oil 
Arabian daze 


į 
With Mr Hisham Nazer, its new oil minis- 
ter, at the helm, Saudi Arabia will push 
— for a fixed oil price of $18 a barrel in 
OPEC's pricing committee, both before 
. and during the next full meeting of the 























cartel on December 11th. In demanding 


. this, it will have the support of Algeria, 
. Iran and Libya. But it does not seem to 
. have much support from its own proposed 
production policy. 
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The official Saudi statement, "cerit to. 


Geneva at the end of OPEC's marathon 
meeting there in October, says that the 
Saudis will stick to a production quota of 
4.35m barrels a day until the end of this 
year. But after that "the Kingdom should 
gain on a production quota" while ‘the 
price for each barrel should not be less 
than $18". It might be able to achieve one 
(a price target of $18) or the other (higher 
production). But in present glutted mar- 
kets it can hardly get both. The King- 
dom's statements and decisions in the 
past two weeks have grown curiouser and 
curiouser. 


Riyal life 


At the best of times, Saudi budgets 
provide only a rough indication of even- 
tual expenditure. This year's budgeting 
has proved even rougher. The annual 
budget has been postponed twice be- 
cause of the drop in the oil price. Since 
March 11th, the government has run on 
monthly budgets based on one-twelfth of 
last year's expenditure. 

After the second postponement in 
August, the government announced that 
the fiscal year would now begin on a 
fixed date according to the western Gre- 
gorian calendar, instead of following the 
ten-days-shorter Arabic calendar. The 
new fiscal year is to start on December 
22nd. If the oil price has not risen by 
then, what sort of budget is in prospect?. 
A third postponement would cause em- 
barrassment and weaken business confi- 
dence further. 

The government has said that expendi- 
ture in the year to March 1986 amounted 
to about 154 billion riyals ($42 billion)— 
against projected revenue and expendi- 
ture of 200 billion riyals—and would 
continue this year at the same rate. If 
defence spending is included, last year's 
expenditure is put by some at nearly 180 
billion riyals, leaving an estimated deficit 
of 45 billion riyals to be covered from 
reserves. 

Spending so far this year is reckoned 


Saudi Arabia's: 


foreign assets 





82-83 84-85 85-86* 
+ Commercial bank estimates 


1978-79 80-81 
Sources: SAMA, IMF 


Oil prices have remained stuck around 


$13-15 a barrel since OPEC's October 


meeting and since the Saudis, the biggest 
producers and hence the most influential 
voices in the oil exporters’ cartel, sacked 
Sheikh Yamani as oil minister. They have 
given no explanation for the sacking, and 
none is expected. 

Sheikh Yamani plainly displeased King 
Fahd. This may be because of the failure 
of the Saudis’ last policy of increasing 
production to try to gain market share 
from non-OPEC producers, even though 
this meant giving price discounts. Other 
guesses at the reasons for his departure 
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If in despair, print more money 


to have fallen by 5-10%. Ministries that 
have failed to use up their monthly 
allotment have usually lost the surplus. 
Spending on the ports of Jeddah and 
Dammam and the new cities of Yanbu 
and Jubail has been reduced, and pay- 
ment to contractors delayed—a standard 
Saudi response to empty pockets. 

Saudi oil revenues are said to be 
running at levels slightly lower than last 
year, with lower prices more than offset- 
ting greater production. Investment in- 
come is probably down. And the cushion 
of reserves is not what it was. Figures 
just released by the IMF show a fall in 
Saudi Arabia's foreign assets from $141 
billion in 1982 to $109 billion in February 
1986. Others believe reserves are much 
lower. At least $30 billion-40 billion of 
the reported reserves are reckoned to be 
in illiquid things like loans to Iraq and 
dicey investments in neighbouring 
states. 

The Saudis' first budget postponement 
was attributed to a wish to avoid divulg- 
ing their assumptions about the oil price. 
Bureaucrats have started working on a 
new draft budget. They will do well to 
build in alternatives based on different 
oil-price assumptions. 
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World’ oil: 
production 





è Non-«ommunist t Estimate 


ources: IEA; industry estimates 


range from one oilman's theory that “the 
Americans want a higher price and a 
rapprochement with Iran" to another's 
that "the Saudis fear an Iranian attack 
and also want a rapprochement”. 


New estimates from the International - 


Energy Agency (IEA), the oil consumers' 
club in Paris, suggest that oil demand in 
the OECD (75% of total non-communist 
world demand) increased by only 24% in 
the first nine months of 1986. With stocks 
at their present height, that is not enough 
to boost prices. 

The Saudis have further confused mat- 
ters by saying that they do not intend to 
change their oil policy. Prince Naif Bin 
Abdul Aziz, the interior minister, said in 
a statement after Sheikh Yamani's depar- 
ture: “The removal of the oil minister 
does not signal any shift in the kingdom's 
oil policy." If so, why remove the oil 
minister? On the same day that Prince 
Naif was making things more opaque, Mr 
Nazer was saying the opposite. He recom- 
mended that the OPEC committee looking 
for a long-term formula tor oil-produc- 
tion quotas should continue with its stud- 
ies, and present them to the next meeting 
of the cartel. This was interpreted by 
some as meaning that the Saudis intend to 
go back to their old ways as the cartel's 
swing producer, trying to manipulate 
prices by cutting production. 

That policy did not work before for two 
reasons: cheating on production quotas 
by OPEC members, and the unwillingness 
of non-member countries (especially Brit- 
ain) to cut their production. Because it 
did not work, the Saudis embarked on 
their teach-them-a-lesson policy of flood- 
ing the market. 

No policy to raise prices will have much 
chance unless the cartel can devise a 
formula that varies quotas according to 
demand at the price it aims for, and 
unless its members observe it. Any at- 
tempt by OPEC to defend a fixed volume 
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and price regardless of demand will draw 
criticism from another of OPEC’s senior 
statesmen, Sheikh Ali Khalifa Al-Sabah, 
Kuwait’s oil minister. He, like Sheikh 
Yamani, believes that the price will drift 
downwards unless rigid discipline is en- 
forced on production quotas. It is not 
clear whether the new Saudi authorities 
agree with him. 


Northrop 


The shots in 
Tom Jones's locker 


LOS ANGELES 





Mr Thomas Jones, Northrop's chairman 
and super-salesman, has lost the sale he 
probably wanted to make above all oth- 
ers. But he immediately plunged back 
into the cut-throat world of military air- 
craft competition. 

On October 31st, the American air 
force picked the General Dynamics F-16 
over Northrop's F-20 as its main air-de- 
fence interceptor for the 1990s. Northrop 
had spent $1.2 billion building a jet that 
failed to win backers in the Pentagon or 
overseas. It was encouraged to build the 
F-20 for sale to Taiwan, but President 
Carter pulled the rug from under it by 
outlawing that sale, and despite Mr 
Jones's best efforts, other countries such 
as Pakistan chose the F.16. 

The F-20 is now almost certainly dead, 
but Northrop is very much alive. The 
company wrote off the F-20's costs as they 
occurred and will have no big loss in 
folding up the project now. Its other work 
will keep it aloft. Northrop holds dozens 
of lucrative defence contracts, including a 
huge one—the exact size is still classi- 
fied—for the advanced technology bomb- 
er (the so-called "stealth" bomber, which 
is designed to be nearly invisible to radar 
and most other means of detection). 
Northrop also does 40% of the work on 
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the McDonnell Douglas F-18, a navy air- 
craft that grew from a Northrop proto- 
type built in the 1970s. 

No sooner had Mr Jones swallowed his 
disappointment at losing his last chance 
for the F-20 than he was competing again. 
The American air force has just picked 
two teams (Northrop-McDonnell Doug- 
las and Lockheed-Boeing-General Dy- 
namics) to compete for its first-line fight- 
er of the 1990s, the advanced tactical 
fighter (ATF). Mr Jones eagerly accepted 
the challenge to build two prototypes for 
an early 1990s' flyoff even though the 
Pentagon will pay for only $633m of the 
more than $1 billion it will cost to bring 
them to the tarmac—the contractors will 
have to foot the rest of the bill. The 
winner stands, but is not guaranteed, to 
get the contract to produce some 750 
aircraft in a $40 billion programme. 

At the same time, Northrop (this time 
teamed with Grumman) won the right to 
compete against the team of McDonnell 
Douglas and General Dynamics in de- 
signing a next-century fighter for the 
navy, called the advanced tactical air- 
craft. The ATA—about which little is 
known—is likely to be a $30 billion pro- 
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gramme and another drain on Northrop's- 


cash reserves. 

Northrop is given an edge over Lock- 
heed in the race to build the ATF. But the 
battle will be lively, because the Lock- 
heed team also has some good cards to 
play. For one, Lockheed was the main 
contractor on the stealth fighter, which 
clearly exists even though it has never 
been acknowledged by the Pentagon. 

Mr Jones’s enthusiasm is infectious, 
and Northrop employees are already say- 
ing that if they win either the ATF or ATA 
competitions it will be the first time since 
the second world war that one company 
has had contracts for America’s top 
bomber and top fighter at the same time. 
It has also been a long time since an 
American company wagered so much on 
four wings and a prayer. 
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WORLD BUSINESS 
Japanese economy 


No big deal 


TOKYO 


The agreement with America to stimulate 
Japan's economy by lowering its official 
discount rate and boosting public spend- 
ing sent nobody scurrying to revise his 
forecasts for Japan's economic growth. 
The consensus prediction for the GNP 
remains about 2.3% growth for this year 
and some 3*5 next. 

Throughout the summer, the Bank of 
Japan resisted the cut in interest rates 
sought by the Americans, arguing that it 
would do little to stimulate domestic 
demand as the economy had no shortage 
of credit. When the cut eventually came 
on November Ist (from 3}% to 3%), the 
central bank gamely said that a meeting 
of its branch managers earlier in the week 
had brought home the severity of the 
turndown in the economy as a result of 
the strong yen. Eight consecutive days of 
falling share prices and the announce- 
ment of layoffs at Nippon Steel may have 
given that excuse a timely veneer of 
acceptability. But few believed that any- 
thing fundamental had changed. 

America's part of the deal—not to 
drive the yen up further against the dol- 
lar—is unlikely to change things much. 
The rise of the yen was having little effect 
on the dollar value of Japan's trade sur- 
. plus with America, though the yen value 
is falling. Neither was it making the 
Japanese buy more American goods. 
(Oddly, Europeans have done better sell- 
ing to the Japanese this year than Ameri- 
cans—see box.) Restructuring of the Jap- 
anese economy—away from dependence 
on exports and towards growth led by 
domestic consumption—will take more 
than the shocks seen so far this year. It 
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Here's to more imports 


needs a change in the cultural habits of 
Japanese industry and shoppers, to whom 
quality and security of supply matter 
more than price—a lesson that Ameri- 
cans seem slow in learning. 

Mr Shunzo Sakamoto, an economist at 
the Mitsubishi Research Institute, reck- 
ons that the weakening of export-led 
demand predates the September 1985 
agreement in New York's Plaza hotel to 
push up the yen. He says that expansion 
led by external demand started to weaken 
in the January-March quarter in 1985 as 
growth slowed in the United States. He 
suggests that Japan's economic growth 
was subsequently sustained by a firm level 
of capital investment for three further 
quarters. It was only when capital invest- 
ment slackened during the January- 
March 1986 quarter that the domestic 
economy turned down. 

Surveys of capital-spending plans sug- 
gest that capital investment will remain 
sluggish throughout the current fiscal 
year and into the next. The strong yen is 
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Euro-success 


TOKYO 


Since September 1985, the yen has ap- 
preciated by more than 40% against the 
dollar but by only some 17% against the 
ecu. Yet, as the chart shows, exporters 
from the European Community have 
sustained the increase in their sales to 
Japan better than their American coun- 
terparts, though from a lower base. The 
effect of large imports of gold for striking 
coins to commemorate the Emperor's 
60th anniversary distorts the import pic- 
ture, but the underlying increase in Eu- 
ropean exports to Japan (particularly of 
luxury goods) reinforces the view that 
quality matters more to Japanese con- 
sumers than price. 

The counterpart to this European suc- 
cess is that the Japanese are doing even 
better in selling to the 12 EEC countries. 
In September, Japanese exports to the 
Community were 73% higher than in 
September 1985. As the EEC's trade 
deficit with Japan swells, some Europe- 
ans complain that Japan is diverting its 
exports from protectionist America. 
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likely to cut corporate earnings by around 
20% this year. Nissan, Japan's second 
biggest carmaker, has just reported an 
operating loss (its first ever) for the six 
months to the end of September. 


Du Pont 
a ULT OA LORD MENS ce ee 


Plastics for the 
melting pot 


NEW YORK 


The average car of 1990 is likely to 
contain about twice as much plastic as 
today's. Plastics are lighter, cheaper to 
make and easier to maintain than rust- 
prone steel. So manufacturers of plastics 
are coming up with new products to 
supply a fast-growing market. The latest, 
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a material from Du Pont, is designed for 
the body panels of cars as well as other 
engineering uses. But Arylon, as Du 
Pont’s new plastic is called, faces compe- 
tition, notably from General Electric. 
The challenge for plastics makers is to 
revive the great hopes General Motors 
aroused when it announced the Fiero car 
in 1984. Instead of a conventional sheet- 
metal body, the Fiero uses plastic panels 
hung over a metal frame. Although plas- 
tic is weaker than metal, GM designed the 
frame to provide safety in a crash. The 
advantages touted for this design by Gen- 
eral Motors include: 
@ No rust on the body. 
@ Fuel efficiency. Plastic is up to 60% 
lighter than metal. 
e Cheap manufacture. Moulding plastic 
can be quicker and cheaper than stamping 
out parts of sheet metal. Also, the ma- 
chine tool dies used with plastics do not 
wear out so fast. 
e Easy re-styling. The capital cost of 
retooling to produce a new design in 
plastic is cheaper than changing à steel 


product. Indeed, the rear end of the Fiero 
was re-designed several times in its first 
couple of years. 

All these advantages have helped to 
sell around 100,000 Fieros a year. But à 
snag is causing GM and its fellow carmak- 
ers to postpone plans to make more such 
plastic cars. Put through the painting 
process for conventional vehicles, plastic 
panels melt. They need specially-built 
painting and assembly lines. These do not 
come cheap. 

Although GM is going ahead with plans 
to build 200,000 or so plastic-panelled 
mini-vans by 1990, it has shelved plans to 
replace its Camaros and Firebirds with 
plastic-bodied cars. Putting in the new 
assembly lines and equipment needed to 
build them costs more than GM's accoun- 
tants will allow. 

For the plastics makers, the parsimony 
of the car companies presents a challenge: 
finding a plastic which can withstand the 
heat of a conventional paint line. General 
Electric claims it has four plastics which 
can go through all or part of an assembly- 
line paint job. Du Pont claims the same 
for Arylon and touts other qualities for its 
plastic that could make it attractive as the 
raw material for consumer appliances 
(eg, toasters) or electric circuit boards. 
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Strictly, Du Pont's product is not new. 
So-called polyarylates (of which Arylon is 
one) have been around for some time. 
But Du Pont has developed a (still secret) 
new process for making polyarylates 
which promises to reduce the cost by over 
20%—to around $2 a lb—allowing the 


European telecommunications 


WORLD BUSINESS 


material to compete for engineering 
sales. Du Pont hopes to sell $250m-worth 
of Arylon a year by 1996. This is not 
gigantic compared with the $3.4 billion- 
worth of plastics which Du Pont will sell 
this year, but it is still business worth 
competing for. 


The high-wire act over CGCT 


The kerfuffle over who is to buy Compag- 
nie Générale de Constructions Téléphon- 
iques (CGCT), à French state-owned tele- 
communications company, has little to do 
with the company itself. CGCT is one of 
Europe's most bedridden electronics 
groups. In 1985, it made losses of 
FFr250m ($28m). At stake is the chance 
for big foreign companies to get a toe into 
the tightly closed French market for pub- 
lic-sector telecoms equipment. CGCT sup- 
plies about 16% of the market, while its 
joint venture with Matra has a 25% share 
of the market for telephone equipment 
sold to private buyers. The rest of the 
French public-sector market is in the 
hands of another state-owned company, 
Compagnie Générale d'Electricité (CGE). 
Other  countries—particularly those 
whose domestic markets are more liber- 
al—want a look-in. 

The French government has just an- 
nounced that it will sell off CGCT, which 
belonged to the American conglomerate 
ITT until it was nationalised in 1982. As 
expected, the sale will be by a placement 
with bidders rather than through a public 
offering. But the decision on who will get 
the company has yet to be made and is 
now the subject of intense lobbying at the 
highest level. 

Until the government of Mr Jacques 
Chirac took over in March, the front- 
runner to buy CGCT was APT, a Dutch- 


West Germany calling 


American joint venture between AT&T 
and Philips Telecommunications. APT was 
set up in January 1984 with the aim of 
adapting an AT&T digital switch, the 5-ESS, 
for sale outside America. In America, the 
s.ESS is used to switch 6m of the country's 
110m lines, making it the most widely 
used digital switching system in the world. 

APT has been negotiating for a share of 
the French market since early 1985, and 
started making overtures to CGCT at the 
end of that year. As a sweetener, it has 
promised to build switches for the French 
market in France, and to help CGE sell 
microwave equipment in America. 

At the moment, APT builds its version 
of the switch in The Hague, and has 
successfully sold it to Holland and Saudi 
Arabia, which have no domestic produc- 
ers to protect, and to British Telecom, 
which has recently been privatised. But 
that has not been enough to make the 
joint venture profitable. In 1985, it lost 
Fl92m ($28m) on a turnover of FI700m. 

If APT is going to make money, which it 
does not expect before 1988, it probably 
has to crack one of the big European 
markets. The same goes for any telecom- 
munications firm looking to international 
markets, except Sweden's L. M. Erics- 
son, which has successfully sold ex- 
changes in more than 60 developing coun- 
tries and which is also bidding for CGCT. 

APT now worries that its deal has been 
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ITT’s operations in West Germany, 
Bundespost has chosen Standard 
‘ik Lorenz (86% owned by CGE-ITT) 
Second source for the new generation 
ligital switches it has commissioned 
m Siemens. Standard Electrik Lorenz 
reckoned to have more than 30% of the 
German public-sector telecoms 
ment market. | 
The West German government appears 
o be léaning on the French to let Siemens 
CGCT as a sort of tit-for-tat. This has 
uriated APT which insists that there are 
no good business arguments to favour the 
Siemens bid, only political ones. This 
eek, it bécame clear that APT has gained 
ome powerful friends. Mr Ruud Lub- 
bers, the Dutch prime minister, inter- 
vened on its behalf. 
‘Mr Mark Fowler, the chairman of 
merica's Federal Communications 
ommission (FCC), has also joined the 
‘ay, as has the American ambassador to 
tance. Mr Fowler has even raised a 
uestion mark over Siemens’s American 
operations, which mainly consist of the 
le of switches to the Bell operating 
ompanies. His threats that the FCC might 
se its powers to hinder such sales should 



















































Consulting adults 


Management consultants in Britain have 
often not weathered economic storms 
- well. Between 1970 and 1975, when so 
many of them were blown away, their 
- number fell from 3,200 to 1,350. So far, 
however, they have come through the 
troubles of the 1980s in fine fettle. The 
Management Consultancies Association, 
whose members account for about 60% 
f the British market, reckons its consul- 
ants: revenues will grow by some 25% 
210m ($300m) this year, after a 40% 
ease last year. Their annual revenues 
ve expanded from a mere £28m in 










ultants in Britain have more than 
led the number of their customers 
O0. they had in 1980. The 
idividual consultants has, in 
han doubled, from 1,690 in 
of the big accounting firms 
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idy for consolidation, leading 
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British magazines — 


Free trade < = 

The best way to sell magazines in Britain, 
it seems, is to give them away. While 
magazines in general are doing badly— 
their share of all display advertising has 
fallen steadily since 1979—free magazines 
are booming. In the. past two years, the 
number of free titles recorded in Benn’s 
Media Directory has doubled to more 
than 400. The rise in the magazines' 
"circulation" is as spectacular—from 
around 25m to 50m. 

True, many of the magazines are 
thrown away soon after they are picked 
up. But advertisers like free magazines 
because, unlike paid-for magazines, they 
can reach a precise group of people. Look 
at two examples in London: 
€ Every weekday morning, more than 
500,000 people come into central London 
on the Underground. As they disgorge on 
to the streets, young people crush free 


don's Big Bang. 

Insurance, finance and banking 
groups, which have set the pace for 
installing computers, now provide more 
clients for British consultants than any 
other business sector. One subsidiary of 
a British clearing bank, in preparation 
for Big Bang, hired 70 consultants from - 
Arthur Andersen Management Consul- 
tants for more than a year. | 

More than half of the consultants’ 
revenues in 1985 came from information- 
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Portrait of a profit 


magazines into their hands. Most are 
printed on terrible paper, and contain five 
pages of advertisements for every page of 
editorial. So plenty end up on the pave- 
ment. But enough are kept to make a 
good living for three titles—Nine to Five, 
Ms London and Girl About Town: 
Together, the three give out more than 
400,000 copies a week. Since their readers 
are mostly secretaríal or clerical office 
workers, a lot of their income comes from 
advertisements for jobs, cut-price air tick- 
ets and cheap restaurants. The turnover 
of Ms London—the most successful—is 
£5m ($7.1m) a year. 
€ Another market was first exploited in 
1980 by Mr Colin Lansley. He noticed 
how hard it is for glossy magazines to 
reach rich people without also wasting 
copies on “aspirational” readers. Why 
not, he wondered, make a careful list of. 
houses—by picking out the most expen- 
sive on the right streets—and deliver a 
glossy magazine to them? eS 
Hence his London Portrait venture, 
which he.and his. partner sold to Reed 
International for £2.9m in 1984. The- 
magazine, which brazenly announces that 
its readers’ houses are worth more than 
£200,000, has been copied; but it still 
dominates the market. It prints 120,000 


copies of a magazine with 250 pages, 


many in colour. Print and paper alone 
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seem less of a bar 
copies, are. coun 









that its 170,000 copies are read by almost 
2m people. Portrait claims a readership of 
only 360,000. 

The editorial content of the free maga- 
zines is at best insipid. Articles about 
bathrooms, clothes and superannuated 
actors abound. Many blur the distinction 
between advertising and editorial. South- 
side, a giveaway for Londoners who live 
south of the Thames, has a regular slot 
(booked solid for the next year) in which 
a small businessman is interviewed in 
return for an advertisement on the oppo- 
site page. | 

Although growth of the free maga- 
zines’ circulation is slowing, new products 
are still being launched. British Telecom 
has started giving away something called 
Boulevard, a mixture of magazine and 
mail-order catalogue. Its 350,000 readers 
can call a special number and order what 
is advertised. Mr Lansley is starting a new 
magazine called Profile. It is being 
pushed under 1m doors in affluent sub- 
urbs on London's outskirts. Though Pro- 
file is thinner and more down-market 
than Portrait, Mr Lansley claims to have 
broken even with the first issue. 


New Zealand businessmen 


First stop Sydney 


SYDNEY 


While Australians Mr Robert Holmes à 
Court, Mr Alan Bond and Mr John Elliot 
are spreading across the northern hemi- 
sphere, a new breed of entrepreneurs is 
invading their home patch. Neighbouring 
New Zealand is challenging more than 
Australia's grip on the America's Cup as 
its businessmen expand abroad to main- 
tain their growth. Australia is the first 
foreign destination for ambitious kiwis. 
But they are unlikely to stop there. 
Eleven New Zealand-based companies 
are listed on the Australian stock ex- 
change, with another five run by expatri- 
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Mushroom clouds 


For France, 1986 has been a year of 
mushrooming growth. The cépes crop is 
bountiful thanks to a wet spring and a 
warmish autumn. Too much of a good 
thing? Not at all, think France’s wild- 
mushroom traders. They can almost al- 
ways find customers, even if it means 
flying fresh morilles mushrooms to Texas 
or New York. 

In the subterranean mushroom-grow- 
ing industry, however, few are grinning 
even though, on the face of it, things are 
improving. In France, eating mushrooms 
seems to be ever more popular. Perhaps 
because of the pizza craze, the French 
eat on average some 2.7 kilos of mush- 
rooms a year, three times as much as a 
decade ago. France keeps its place, be- 
hind the United States, as the world’s 
second-biggest producer. But consump- 
tion cannot keep pace and the 1.5m 
tonnes of mushrooms currently grown by 
France and its competitors has produced 
a world glut. 

French exporters of canned and dried 


ates or with a substantial New Zealand 
ownership. Many of Australia’s top en- 
trepreneurs learnt tricks from Mr Ron 
Brierley, a New Zealander whose Indus- 
trial Equity Limited (IEL) was listed in 
Australia 22 years ago. Every A$500 
invested in IEL in January 1980 is today 
worth over A$19,000. This compares with 
a rise in the market's All Ordinaries index 
from 500 to over 1300. IEL is now the fifth 
largest listed company in Australia by 
market capitalisation. 

Leading the second generation of New 
Zealand adventurers is Mr Allen Haw- 
kins's Equiticorp Holdings. Since it was 
listed in New Zealand in March 1984, its 
share price has risen by over 1,000956. It 
made a splash in Australia by buying a 
critical 5% stake in BHP, Australia's larg- 
est company, when Mr Robert Holmes à 





WORLD BUSINESS 


PARIS 


mushrooms are finding tough competi- 
tion in their traditional export markets 
from the Dutch who use more modern 
methods. Competition is growing at 
home too. Two years ago, the EEC set a 
35,000-tonne quota on mushroom im- 
ports. But this, complains the French 
industry, is not difficult to get around. 
What to do? One answer may be to 
apply Lenin's maxim, "fewer but bet- 
ter". France's National Association of 
Mushroom Growers is sponsoring re- 
search into tastier, less productive 
strains. A candidate is the Japanese . 
delicacy, the shii-ta-ke. No overnight 
miracle this. It takes 12 months to ripen. 





Court was trying to take over the mining, 
steel and energy group. Mr Hawkins also 
holds 20% of acı, a diversified glass 
manufacturer. Australian brokers have 
marked him as a man to watch. 

Other New Zealand entrepreneurs are 
moving conspicuously into Australia. Mr 
Bob Jones of Robert Jones Investments, 
a top property company, recently won 
prominence on the western side of the 
Tasman Sea by buying a landmark office 
development in the heart of Sydney for 
A$120m. Equally remarkable are the 
profits of Mr Bruce Judge, a former 
lieutenant of Mr Brierley. The share price 
of his Ariadne investment firm has bolted 
from 18 Australian cents in 1982 to a high 
this year of A$3.65. 

Chase Corporation, New Zealand's 
third largest in terms of market capitalisa- 
tion, is another company making waves 
across the water. It has made several 
profitable sorties into Australian listed 
companies. Chase was buying ACI options | 
well before Mr Hawkins bought his stake. 
It followed this up by buying 19.5% of 
Hooker, a property developer, which it 
sold at a profit of NZ$24m ($12m). 

The newcomers are already outgrowing 
the Australian market. Chase is looking 
further afield. It has bought Wingate - 
Property Investments, a British property 
company, and recently opened invest- 
ment offices in both Britain and America. 
Mr Brierley's ambitions are also reaching 
beyond the antipodes. His new interna- 
tional investment company, Industrial 
Equity Pacific, has so far bought Higbee, 
an American retailer, and Tozer Kemsley 
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"The first newcomer was Netherlines, a 
utch airline founded in 1984 by Mr Leen 
ansson, an energetic entrepreneur. It is 
aimed at business travellers who want to 
fly in and out of Britain in a day. The 
most original newcomer is Air Classic, a 
Dutch company that hopes to fly between 
znschede and London's Gatwick airport 
Eelde in the northern province of 
desland. In-flight service is to feature 
ewardesses who speak Friesian, a gut- 
| mélange of Dutch and Danish. The 
airline to join the fray is Transavia, 
r airline subsidiary of Nedlloyd, a 
hipping company. It launched a 
ervice between Amsterdam 
on October 26th. 
es are now flying between 
ind London. With 1.3m pas- 
85. it was the second busiest 
ype after London-Paris. NLM, 
carrier subsidiary of KLM, 
Airways, a maverick British 
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ed. ‘airport: ^ Brymon M. (40%. 
owned by British Airways); EuroCity 
Express (a subsidiary of British Mid- 
land); British Air Ferries; City Airlink 
and Cityair. Of the five, only British Air 
Ferries, EuroCity Express and Brymon 
are thought to be serious contenders; the 
other two have, so far, flown. only on 
paper. 

Brymon is the only one with experi- 
ence flying the de Havilland Dash-7—a 
stubby propeller-driven aircraft. from 
Canada that can take off and land from a 
short runway. (London City’s is to be a 
mere 762 metres long). Under the terms 
of its planning agreement, the airport is 
bound by strict noise limits; These effec- 
tively rule out the use of aircraft other 
than the Dash-7. But at public hearings 
next spring, EuroCity Express intends to 
press Britain's Civil Aviation Authority 
to allow operators to fly the British 
Aerospace 146—the so-called “‘whisper- 
ing jet".that has access to California's 
noise-conscious Orange County airport. 

The BAe 146, if permitted, would 
transform London City. As things stand, 
operators are restricted to destinations 
no more than 400 miles away—the effec- 
tive range of the Dash-7. This limits 
operators to, say, Bremen in the east and 
Cork in the west. With the BAe 146, 
however, airlines flying out of London 
City:could probably have the edge in 








fly the Maastricht-Gatwick route. 
Soon-to-be-privatised British Airways, 
independent British Caledonian and 
KLM, which is 39% owned by the Dutch 
government, all paid lip service to dereg- 
ulation with cheap fares—a £49 ($70) 
round-trip between Amsterdam and Lon- 
don. But with a catch: a plethora of 
conditions such as reserving only. one day 


in advance and booking in person. Cheap 


seats were so limited in number they were 
almost invisible. | EO 

-KLM is not amused by the interlopers. 
When Transavia announced that it would 
charge half * KLM’ $ fares between Arster- 
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most ot their business » Wien Ud a pon M 
opens on short hops by businessmen to 
and from nearby European. destinations 
and other British cities: Encouraged by — 
London’s.example, Sheffield is now. pon- f 
dering building a STOL airport at Tinsley į 
on its eastern edge. But London City A 
does not depend on other. European "d 
cities setting up similar "Stolports". Par- 

is apart, most have airports that. are’ 


easily accessible from their centres. A 
bigger boost for London City would be © 
the introduction of separate terminals 
for business passengers on shuttle flights. 
To reduce delays, Brussels airport is 
already considering such a terminal. 





Brymon's short landing 





against the competition. It can refuse to 
link other airlines into its extremely effi- 
cient reservation system. Recently, Neth- 
erlines had to postpone the introduction | 
of a new service between Eindhoven and 
Amsterdam because KLM denied it access 


to its booking system, fearing a threat to 


NLM's service between Da and 
London. 

Some airlines are beginning to opt dor 
slightly less fierce competition. British 
Midland, for instance, recentl 
business and tourist fares fr 
traordinarily low, intro 
There are signs; albeit 
the consolidatio 5 
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Research and Investment: 
There’s a future in what we do. 


Whether in private life or in business, if you 
don't plan ahead you're likely to risk not 
only your own future, but also that of your 


family, your employees and even that of 


generations yet to come. 


In the business world, providing for the 
future means investing - investing more, 
year after year, in research and in plant and 
equipment. And if you don’t invest, sooner 
or later you'll lose out to the competition. 


Bayer knows this as well as anyone: In 1985 
we invested DM 2 billion in capital, another 
DM 2 billion in research. Sizeable sums 
which have to be earned before they can 
be spent. 


Capital investments go into building, re- 
placing and expanding production facilities. 


Expenditure on research is devoted to the 
quest for products of ever higher quality. 
Products to help improve the quality of life 
and raise health standards. Products to help 
secure future food supplies and protect the 
environment. 


Bayer is providing for the future. Not just 


the future of those who work for us but of 


everyone - including the generations to 
follow. 


BUSINESS DEVELOPMENT 


1986: During the first six months, Bayer World turn- 
over declined by 12.2 per cent to DM 21.597 billion, 
the result mainly of exchange rate fluctuations. Profit 
before tax rose 0.9 per cent to DM 1.740 billion 
Bayer AG turnover decreased by 3.5 per cent to 
DM 9.088 billion. Profit before tax rose by 6.0 per 
cent, reaching DM 880 million 


1985: Turnover Bayer World: DM 45.926 billion. Share 
of sales outside West Germany: 80 per cent 

furnover Bayer AG: DM 17.535 billion. Export share 
66.5 per cent 

Bayer World capital investment: DM 2.058 billion 
Share in West Germany: DM 1.074 billion 


After-tax profits for Bayer World: DM 1.436 billion 


for Bayer AG: DM 773 million 
Dividend 1985: DM 10 per share of DM 50 nominal 


Total dividend payments: DM 523 million on capital 
stock of DM 2.613 billion distributed to some 320,000 
shareholders 


For further information on Bayer, please con- 
tact Bayer AG, Public Relations Department, 
D-5090 Leverkusen, West Germany 


Bayer 


putea SES EN 


SAY. 


My X eX s KEAT 


NA 








E26: 





pore Cathay Pacific Kore thwest British Airways 
No wonder major international airlines The 747-400. For international airlines that 
from all over the world are rushing to add the want to go farther to serve their customers. 


747-400 to their fleets. The first 747-400s are BO £F PN. fs 


scheduled for deliv ery in 1988. Getting people together. 
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| When each note is properly combined in music, chords are 

created which are pleasing to the ear. Likewise, Komatsu 
offers a combination of products and services which is 
guaranteed to please. Whether it's industrial or construction 
machinery, components or total systems, Komatsu provides a 
variety of top quality products tailored to your needs and 
backed by a fine composition of technology and expertise. 
And through research and development to final product and 
support services, Komatsu is recognized far and wide for 
bringing out the best in both man and machine. 


With our addition of local production facilities in the United 
States and the United Kingdom, our fine-tuned international 
network is more than ready to serve you anywhere and anytime. 

In fact, when you purchase a Komatsu product, you're 
ensuring yourself high returns on your investment. But if you 
think that's all there is to Komatsu, take another look. After all, 
there's Komatsu's constant pursuit of tomorrow's possibilities, 
promising considerable progress for your future benefit. 
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Head Office: No. 3-6, Akasaka 2-chome, Minato-ku, Tokyo, Japan 
Cable Address: KOMATSULTD TOKYO Telex No.: J22812, J24967 Phone No.: TOKYO 584-7111 
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Why German bankers forget 
their manners 


West Germany’s capital markets are no 
longer the clubby preserve of the big 
German banks. Deregulation and the 
arrival of international investment banks 
are opening up the DM130 billion ($63 
billion) Euro-DM bond market and the 
DM160 billion federal-government bond 
market. London manners and techniques 
are spreading to Frankfurt: staff are 
poached, salaries soar and banks bid 
competitively to underwrite bond issues 
at a loss to gain market share. 

The elite of Wall Street has committed 
itself to Frankfurt this autumn. Salomon 
Brothers obtained a banking licence in 
October. Morgan Stanley is not far be- 
hind, and Merrill Lynch and Shearson 
Lehman plan to open Frankfurt banks 
next year. The leading Japanese securi- 
ties houses and banks also expect to 
obtain banking licences then (reciprocity 
permitting—see page 80), and are scour- 
ing the city for office space and capital- 
markets specialists. 

The Bundesbank's easing of its rules in 
May 1985 triggered the influx. The cen- 
tral bank allowed foreign banks to lead- 
manage Euro-DM issues, provided they 
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FRANKFURT 


had banking subsidiaries in Germany 
headed by Germans. It also permitted 
new products, such as swaps, zero-cou- 
pon bonds and floating-rate notes. In a 
further liberalisation this August, foreign 
banks were allowed to join government 
and public-sector bond syndicates. 

The Swiss reacted fastest. Crédit 
Suisse, together with its subsidiary, Cred- 
it Suisse First Boston, had the foresight to 
buy Effectenbank from Britain's S. G. 
Warburg a few months before the liberali- 
sation. Union Bank of Switzerland also 
bought à small German bank, while Swiss 
Bank Corporation decided to build one 
from scratch. The leading American com- 
mercial banks, such as Citicorp and Mor- 
gan Guaranty, were already in Frankfurt. 
Like the Swiss, they raided the trading 
rooms and investment banking depart- 
ments of the German banks. 

Yet, a year and a half later, most of 
Frankfurt's foreign banks have made lit- 
tle impression. Despite their internation- 
al advantages—most borrowers and many 
investors in the Euro-DM market are 
foreign—the Swiss and American banks 
have so far lead-managed few deals. Only 


CSFB-Effectenbank has developed a pow- 
erful position (see table). 

The American banks have found it 
especially hard going. There are not 
enough qualified people, and entering the 
new markets has brought risks. Positions 
in DM bonds cannot be hedged—that is, 
insured against rising interest rates (see 
box on next page). So when the markets 
moved down in September and October, 
most of the foreign banks in Frankfurt 
lost several tens of millions of D-marks. 
Citibank AG had different problems, with 
stock options, which (according to Ger- 
man press reports that Citibank denies) 
could cost it DM55m. 

German banks are doing their best to 
make life hard for foreign rivals. When 
Renault gave Citibank a mandate to lead- 
manage a Euro-DM issue, Deutsche 
Bank leaned on its regular client to switch 
back to Deutsche instead. Chase Manhat- 
tan recently led its first D-mark deal, for 
Cathay Pacific. Many German banks re- 
fused to co-manage it, which contributed 
to the issue's poor performance. 

The German banks smirked at the 
latest two federal government bond is- 
sues, in which 19 foreign banks were 
allotted 20% of the total. Declining bond 
prices have given many of the non-Ger- 
man underwriters big losses, because the 
foreign demand on which they rely to 
place D-mark paper has dwindled. The 
30-year bond issue launched in Septem- 
ber, for instance, was trading at 88% of 
its face value in late October. This implies 
a 10% loss (after the banks’ fees) for the 
foreign banks, which were unable to place 
most of their DM30m allotments. Some 
foreign banks allege that the German 
banks which always fix the prices made 


Bookrunner league table 


Euro-DM issues January to end-October 1986 





Manager Amount Number 
DM million 
Deutsche Bank 13,319 50 
WestLB 4,220 18 
Commerzbank 4,020 30 
CSFB-Effectenbank 2.740 13 
Dresdner Bank 2,600 13 
BHF-Bank 975 7 
DG-Bank 760 5 
Morgan Guaranty 625 1 
Trinkaus & Burkhardt 500 2 
Union Bank of Switzerland 350 3 
Chase Manhattan 250 1 
Swiss Bank Corporation 200 1 
Citibank 200 1 
Total of above 30,759 145 
Source: Euromoney Bondware 
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ibarrass the foreigners. 






mployee traditionally stayed for life. 
‘he foreigners have changed that. At 
'SFB-Effectenbank, for instance, Mr Karl 
Aiesel and Mr Friedrich Hoyos, both 
rmer Deutsche Bank men, have staffed 
eir trading rooms from their alma ma- 
". Another of Deutsche's Eurostars, Mr 
olf Levedag, has gone to head Swiss 
ink Corporation's Frankfurt unit. 
Salomon Brothers plucked Mr Peter 
ym from Commerzbank's new-issue 
epartment to run its Frankfurt office. 
alomon is reported to have increased his 
alary from some DM200,000 ($97,000) 
to about DM750,000 (board members of 
"German banks get roughly DMiIm). 

. Bond. traders who earned DM100,000- 
:130,000 at German banks are now receiv- 
ang ~©DM180,000-220,000 at Swiss or 
American houses. So far, the German 
-banks have not increased salaries much. 
When the Japanese start to plunder their 




































































| The Bundesbank insists that new issues 
"of DM bonds be lead-managed from 
Frankfurt. London, however, is the trad- 
ing centre for all Euro-DM floating-rate 
notes (FRNs), most Euro-DM  straights 

and. perhaps half of all German govern- 
ment. bonds. Frankfurt has lost out be- 

]..cause of the D-mark's popularity with 

“international investors and because of 
West Germany' $ irksome regulations. 

. Foreign investos, especially the 

“Swiss, have always liked Euro-DM 
bonds. The buoyancy of the D-mark in 
the past two years has led big European 
institutional investors to buy even more. 


London, where leading DM-bond mar- 
ket-makers like Salomon Brothers and 
Morgan Stanley are based. 

<The repeal of the 25% withholding tax 
on domestic DM securities in January 


- buy federal bonds, too. They had previ- 
< ously preferred Schuldscheindarlehen, or 
debt certificates. These were not consid- 


After withholding tax on government 
- bonds was abolished, foreign investors 
. Switched into this more liquid market, 
. and trading boomed in London. When 
. D-marks are in demand, as they were 
—. last summer, most of a government-bond 
issue can be placedwabroad. 
. But both Salomon Brothers and Mor- 
gan Stanley plan to move their DM 
trading to Frankfurt next year, to place it 





mans hope that the more foreigners pile 
into Frankfurt, the more DM bond trad- 
ing will come home. | 


The German banks feel porki An 


It is simplest for many institutions, espe- - 
-cially the British, to do the business in - 


:;/1985 enticed international investors to- 


ered securities and thus were free of tax. 


alongside their new-issue business. Ger- . 


There : are still Bood reasons, however, IF 















at a rewarding 3%. Whatever. early « diffi- 
culties the newcomers experience, the 
German bankers know that, in the longer 
run, the home team is heading for a 
smaller share of a less lucrative market. 


| Frankfurt still loses out to London 


for trading to stay in London. Turnover 
tax of 0.25%, although it does not apply 
to trades between banks, hampers deal- 
ing in West Germany. The tax is espe- 
cially damaging for FRNs, which investors 
expect to trade frequently, so these are 
handled only in London. The tax has 
also smothered Frankfürt's embryonic 
market in banks' certificates of deposit. 
The Bundesbank wants the tax re- 
pealed, and the government promises to 
do so if it wins the January election. But 


West German capital markets 
Amounts outstanding, August 1986 
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repeal woüild still leave Frankfurt at ata 
substantial disadvantage to: London. 


German banks are not eat at | 





lowed, for instance, to "go sho rt 
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. `- ston is one of the la 
dent primary. dealers 
ernment securities. 


They rman ba that ken len the diesen arrive 
they will erode the management fees on. 
bond issues, which so far have stood solid 
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NEW YORK : 







in American. gue. 


If, as .seems. likely. the ‘deal: goes 
through, 1B) will become. (through its 
Schroder subsidiary) the first. Japanese 
member of an elite club of 35 primary 
dealers in the world’s biggest and most 


liquid securities market. Daily turnover 


by primary dealers averaged $97 billion 
during the first three quarters of this year. 

IBJ's deal could turn out to be every bit 
as important as Sumitonio's, which by 
November 5th was still waiting for official 
approval. There is a queue of financial 
institutions hammering at the door of the 
Federal Reserve to get into the primary 
government-bond market. 

One motive is to gain prestige, a valu- 
able if incalculable quality in the invest- 
ment-banking world. Another is that pri- 
mary dealers find it easier to raise money 
from cash-rich companies through repur- 
chase agreements (selling bonds with an 
agreement to buy them back later). And 
only primary dealers can buy Treasury 
bonds direct from the New York Fed in 
secondary market trading, though any- 
body can bid at an auction. This brings 
two advantages: firms can get the securi- 
ties more cheaply; and they are closer to. 
the machinations of monetary policy. 
This can be useful when large sums of 
capital are riding on volatile markets. 

Although the big American investment 
banks have the lion's share of primary 
dealing, there is room for profitable niche 
players. Lanston is one. A private firm, it 
has done so well out of rallying. bond 
markets and falling interest rates that the 
temptation to sell out before capital gains 
taxes rise next January proved. irresstible 


. to equity-holders. 


The Lanston purchase. Jens ‘only 
three primary dealers that are not owned 
by a bank or securities company: Dis- 
count Corporation of New York, Refco 
Partners and Greenwich € pital Markets. - 
All have had their pursuers. O Other small 




















Japan’ s “securities houses are anoth 
matter. The Big Four—Nomura, Daiw 
Nikko and Yamaichi—do not want to b 
existing | dealers. They have waited since 
last - year. ^for recognition as primary. 
dealers. in-their own right. If IBJ gets 
in through the back door, it will i increase 
their determination—and perhaps m 
it harder for the Fed to keep t 
out. | 













its own short-term capital markets. The 
big investment banks often air their griev- 
ances through spokesmen like Mr Charles. 
Schumer, a New York congressman. He 
has talked of introducing legislation that 
would prevent any Japanese firm from 
taking a majority. stake in a primary 
dealer until the Tokyo bond market fully 
welcomes foreigners too. 





The Fed does not accept that case. In a 
letter to Mr Schumer in September, Mr 
Gerald Corrigan, president of the. New 
York Fed, wrote: "I firmly believe that 
the United States should continue. to 
provide entry for firms which have the 
financial and managerial resources. to 
contribute to the robustness, liquidity and 
strength of our markets." As lack of cash 
is hardly a problem for any of the Japa- 
nese securities houses, this would seem to 
pave the way for membership, perhaps 
before Christmas of this year. | 
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Yearning to bre: 
free — 


TOKYO 


The rapid pum the J apanese bond 


market seems. to pas ee who say 





There is fierce ‘opposition on: W u | 
Street and in Washington to letting No- 
mura and the others in until Japan frees. 


- ith | 


age tira Vth 
with Merrill pele Saloon Brothers 
-"and Morgan Stanley in America’s finan- 
- cial markets. Under the feisty leadership. 
. Of two Japanese executives trained at the. 
rsity of Pennsylvania's Wharton. 





| f ‘Shoal of Finance—Mr Yoshi Terasawa. 


(“call me Teri") and Mr Akira Shimi- 
. Zu—it has already made progress. Its 
|. trading department in American bonds 
"has grown from two persons to 70 in 18 
months. Nomura used to get three-quar- 


|. ters of its business in New York by 
selling Japanese securities to Americans; 


now three-quarters comes from selling. 
American securities to them. 
o Last month, Nomura International Se- 
curities, the Japanese firm's New York- 
. based operation, celebrated its 1986 pre- 
tax profits of $30m by paying its first cash 
- dividend to its parent. Mr Terasawa calls 
this "epoch-making event" an effort to 
gain autonomy from Tokyo, and to be- 
come a tougher competitor in America. 
-To do that means breaking with Nomura 
Tokyo's culture—dochaku-ka, a philoso- 
phy that requires traditional ways to be 
followed in business life. 
Mr Terasawa, an unusually frank 
chairman, says he needs autonomy from 


pan's financial system, yet it remains 
highly regulated itself. The authorities 
have been slow to let a Treasury-bill 
market develop that would provide li- 
quidity now lacking, or to expand the 
futures market that allows hedging. 

The gross value of new government- 
bond issues has trebled since 1975, when 
the need to finance big budget deficits 
after the first oil shock brought the mar- 
ket to life, Big commercial banks were 


taking an increasing share of them (up to. 
4295 in the late 1970s). Restrictions on 


the sale into secondary markets of bonds 
held for more than one year were lifted in 


1977. An auction system was introduced. 
: for medium-term bonds. Then, in 1984, 


banks were allowed to sell bonds over the 


í counter and do dealer-to-dealer business. 


Since a market for yen-bond futures 
was started last year, it has grown to 
become the world’s biggest bond futures 
market. For the past three months, aver- 
age daily trading, now $60 billion; has 
surpassed turnover in American Treasury 
futures, now $45 billion. Helped by the 
strengthening of the yen against the dol- 
lar, open interest positions in yen-bond 


futures have been bigger than in Ameri- 


Treasuries since April. 
sspite the success of futures, the 








rather than purely as an agent. The 


ish market remains relatively 
ne government is Cautious 


dochaku-ka. One benefit would. be the. 
freedom to start risking Nomura's capital | 
by acting as a dealer in securities markets ~ 


































































philosophy also prevents Nomura from - 
representing American corporate clients. 
in unfriendly takeovers, which is current- 
ly Wall Street’s most profitable business. | 
“We don't want to give the impression to . 
our Japanese customers like Toyota and 
Sony that we do unfriendly or unvirtuous 
things," says Mr Terasawa. 

Nomura New York is troubled as well | 
by the bad feeling between Japanese and. f. 
American employees. Top Japanese f 
brokers resent the higher salaries that 
the Americans get. At least three execu- 
tives have left, to head the Tokyo opera- ] 
tions of Drexel Burnham, Morgan Stan- f 
ley and Merrill Lynch. Americans are 
peeved that no American runs a depart- 
ment for Nomura in New York. 

To attain a big market position in 
America, Mr Shimizu, president of No- 
mura New York, thinks that either he or 
Mr Terasawa must be replaced by an 
American. Mr James Needham, a still. 
youthful former chairman of the New 
York Stock Exchange, was brought in as 
"senior consultant" last May to hei 
Nomura boost its image. 


alisation of short-term capital markets 
overall. It started issuing medium-term _ 
(two-to-five year) bonds in 1978, but itis — 
only since 1982 that it has been doing soin 
volume. In February, it auctioned its first. 
lot (Y3 trillion) of bonds of less than one. 
year's maturity. Of the Y14.7 trillion the. 
government plans to raise through new - 
bond issues in the current fiscal year, | 
Y5.1 trillion will be short-term issues. — 
The expansion of government debt 
meant that foreign firms had to be let in, 
to interest a broader group of investors in 
the paper. In 1984, nine foreign banks. 
and six foreign securities houses were: 


Stepping up to market- 


"Japanese public-sector bonds — 
Tumora Years anding March 31st, Y trillion - 


" Government bonds: 
L us A medium- and 





id long-term 
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allowed into the syndicates that under- 
write the long- and medium-term bonds. 
Their ranks have now grown to 25 foreign 
banks and 17 securities firms. At the 
shorter end, where new bonds are usually 
sold by auction, it is estimated that 20% 
of the paper that securities firms buy is 
purchased by non-residents—though that 
will include the branches of Japanese 
banks and securities houses outside 
Japan. 

Yet the list of criticisms of the short- 


term market is long: the auctions are too 


infrequent and too small; the minimum 
denomination of Y100m for short-term 
issues discourages individual and foreign 
investors; the inability to hedge short- 
term bonds is a drag; the imposition of 


withholding tax discourages foreigners, in 


particular, in the secondary market. 
Critics are unlikely to get much satis- 
faction for a while yet. Ministry of Fi- 


nance officials say “now is not the time" 


for changes. Government bonds should 
not be favoured over other money-mar- 
ket instruments, they say, and everybody 
or nobody should get taxed. The tax 
bureau is in no mood to give up its easy 
and cheap way of raising revenue. 

Finance officials say their priority now 
is issuing very-long-term (20 year-plus) 
bonds to broaden the spread of maturi- 
ties. The first 20-year bond was issued in 
August. A similar Y500 billion worth can 
be expected next year. But things may be 
stirring slightly. MoF boffins are talking 
about ways to revive Japan's moribund 
corporate bond market. 


British Gas 
(t0 Omm Se ee eee 


In the pipeline 


A fictional man-in-the-street called Sid, a 
first-time buyer, has come to symbolise 
Britain’s largest-ever privatisation. In the 
run-up to its mega-flotation in late No- 
vember, British Gas claims its advertising 
campaign has reached 98% of the adult 
population. It expects 5m individuals to 
buy shares, more than Trustee Savings 
Bank’s 3m-plus private investors or Brit- 
ish Telecom’s 2.3m. N. M. Rothschild, 
the merchant bank advising the govern- 
ment, has told them how and when, in a 
pathfinder prospectus released on Octo- 
ber 31st. 

Pathfinders tell investors everything 
they want to know except the price—but 
there are hints even at that. The maxi- 
mum will be 150p a share, but a likely 
yield of 61-7?5 would put it at 130-140p, 
valuing the company at some £5} billion. 
Signs are that the shares would sell well at 
that price. Loyalty bonuses; vouchers 
against the price of gas bills; a low mini- 
mum share investment of £150; and pay- 
ment by three instalments over three 
years are all designed to woo private 
investors. Too well, perhaps? 

The government wants to avoid the 
vast oversubscription that disappointed 
many would-be buyers of TsB. There will 
be no ballot—the allocation given to 
British institutions (two-fifths of the is- 
sue) will be reduced if smaller folk need 


Dishing out dealerships in Tokyo 


On November Sth, Japan's Ministry of 
Finance told eight European banks and 
securities houses that they can apply for 
securities dealing licences in Tokyo. In 
MoF-speak, that is tantamount to grant- 
ing them. The licences will take to 36 the 
number of foreigners allowed to deal in 
securities in Japan. Of the 23 left panting 
in the queue, one-third are American 
commercial banks. 

The successful octet includes four City 
of London houses: Morgan Grenfell, 
Samuel Montagu, James Capel and Lau- 
rie Milbank, all but one of them owned 
by commercial banks. It is no coinci- 
dence that Japan's big four securities 
houses—Nomura, Daiwa, Nikko and 
Yamaichi—have all sought banking li- 
cences in London. Nomura recently suc- 
ceeded (at about the time when Britain's 
County Bank got a Tokyo quid pro quo). 
The other three are waiting. 

West Germany has also been pressing 
for more securities licences for its banks 
before it lets the Japanese do the things 
they want in West Germany—like lead- 








TOKYO 


managing Euro-DM bonds, West- 
deutsche Landesbank Girozentrale and 
Commerzbank, too, have got the nod 
from Mor. Holland's Amro Bank and 
France's Paribas complete the eight. 

To dodge Japan's separation of com- 
mercial and investment banking under 
Article 65, foreign commercial banks in 
Japan have had to take their licences 
through 50%-owned overseas securities 
subsidiaries. Could American commer- 
cial banks do the same—and so join the 
dozen American investment banks (plus 
Citicorp, which owns a licensed stock- 
broking firm and Chase Manhattan, par- 
ent of Laurie Milbank)? 

No dice, say the Japanese; that would 
create huge problems under Article 65's 
American equivalent, the Glass-Steagall 
Act. The excuse is as thin as it sounds. 
The real reason is that if American 
commercial banks are allowed to dodge 
the distinction in Tokyo, Japan's com- 
mercial banks will argue (rightly) that 
they should be allowed to do exactly the 
same. MOF is not ready for that yet. 
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Rooke lures the masses 


more. And the one-fifth set aside for 
foreign markets will also be scaled down 
if necessary. 

British Gas is likely to escape at least 
one of the problems that plagued BT—the 
flowback of shares placed overseas into 
the domestic market at premium prices. 
British Gas is seen as a mature utility by 
the home market, not a stock with the 
potential for great growth like BT. As a 
general election nears, investors are tak- 
ing the Labour Party’s plans to renationa- 
lise privatised companies more seriously. 
Nor will overseas buyers, particularly the 
Japanese whose domestic market offers 
few such yields, easily relinquish shares 
with a 63-775 return. 

But the chairman of British Gas, Sir 
Denis Rooke, will be hard pressed to 
keep 5m-odd shareholders at home or 
abroad content with longer-term capital 
and dividend growth. The customer base 
of British Gas is expanding at a mere 1195 
a year as the market nears saturation. 
Productivity (measured by turnover per 
employee) has increased by 67% since 
1981-82 and is likely to tail off as the 
restructuring of the company approaches 
completion. 

The forecast of a 10% increase to 
£442m in after-tax profits for the year to 
March 1987 over the previous year looks 
a bit high and certainly hard to sustain. 
Last winter was particularly severe and 
unlikely to be repeated; oil prices are still 
low, which means competition for British 
Gas; and the company must start to pay 
principal and interest to the government 
on à five-year £23 billion debenture. 

Interest payments alone on that debt 
will average £250m a year. Add a further 
£270m a year for dividends, and British 











Britain’ s gilt-edi 


l p four weeks, after falling steeply 
n gilts and those on their Americz 
widening (see chart). More big investors thin 


much about inflation. Their change o 


before the end of 1986 and a larger one inte 1987 


Gilts started losing ground when a three- 
month bull run ended in April. They 


went into sharp retreat at the end of- 
August, when the pound's fall against © 
other currencies added to mounting wor- 
ries about inflation. Current yields, at. 
close to 11% for medium-term bonds, 
are one and a half percentage points. 


higher than just two months ago, and 
three points above American Treasury 
bond yields. Gilt yields are higher than 
those on comparable government bonds 
even in Italy, a once archetypal high- 
yield, high-inflation country. 

Since October 27th—the start of a new 
government bond market in Britain fash- 
ioned on the American pattern—27 pri- 
mary dealers have traded in a gilts mar- 
ket where there used to be three jobbers. 
So far, all is cautiously well. Dealers and 


investors have avoided the risk of large. 


positions in the untested market-—even 
though primary dealers enthusiastically 
bought the £1 billion of tap stock which 
the Bank of England offered for tender 
on October 29th. 

The gilts market now faces two imme- 
diate uncertainties. The first is over the 
government's monetary policy, or lack of 
it. Many in the City considered the one- 
percentage-point hike in base interest 
rates to 11% on October 14th à too- 
feeble and too-tardy response to rising 
money-market rates. These had edged 
up to more than 12% during the previous 
month. Then, on October 22nd, the 
governor of the Bank of England, Mt 
Robin Leigh-Pemberton, hinted that the 


broad money-supply measure, M3, which- 


has soared far above its official target, 
might be dropped after the next Pudens 
in March 1987. 


Gas will have a £500m-odd slug taken 


from its cash-flow each year. There isalso 


an unrelated government levy that is. 
currently about £j billion a year. All this 
will make it harder to expand but not 
impossible. The company still has cash 
reserves of £1.5 billion and the same 
again in unused credit facilities. 

Some inside British Gas see the govern- 
ment debenture as a way for Whitehall to 
cip the wings of bosses ambitious to 
| 2 n AE the S bong PE profitable 
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quivalent, Treasury bonds, is 


market has worried too | 





The second. uncertainty is political. 
| Although: gilt investors may doubt the 


commitment of the Conservative gov- - 


ernment's anti-inflationary resolve, they 


always trust Labour's resolve far less: 


Dealers reckon that a premium of one 
. percentage point on gilt-edged yields has 
already been levied, and that it could rise 
by at least another point if. Labour's 
election prospects improve. The two big 
, parties are running close together in the 
“opinion polls, with support for the Alli- 
ance (third) party crumbling. 

Gilt yields have already risen to take 
into account a future inflation rate much 
higher than today's 3%, however. And 
an increasing number of institutional 
investors think fears that inflation could 
shoot. past 6% next year are likely to 
prove overdone; they do not swallow 
one City pundit's glum comparisons with- 
the early 1970s, when lax monetary poli- 
cy and a consumer boom led to double- 
digit inflation. So the next few weeks 
could see small rallies splutter into life, 
especially if sterling continues its recent 
revival. 

Although  sterling's trade-weighted 
value has dropped by 1196 in the past six 
months, a bull market does not always 
need an appreciating currency to get 
going. Remember the fall of the dollar in 
March 1985, which coincided with the 
start of the 14-month rally in Treasuries; 
and the popularity of gilts in the first 
quarter of this year, when sterling and 
the price of oil fell. Investors, particular- 
ly foreign ones, may feel that the high 

real rates of interest in Britain are attrac- 


- tive. Gilts could take off if their confi- 
"dence and that of domestic investors is 


‘Boosted isa ne a feeling that inflation. 


| terprise Oil. British Gas wants to get back. 
into the business as a hedge against things 
going wrong for gas. 


A privatised British Gas need not con- 
fine itself to British adventuring, al- 
though it still has to whisper any new 
intentions in the government's ear. Its 
management has proved itself at home; 
its overseas consultancy business is well 
regarded and has gained valuable experi- 


ence. British Gas plans to list its shareson = 
several foreign exchanges, partly, per-. 
 haps,witha viewtolookingaround. . 
Dealing i in British Gas shares will start 


d produce smallish rallies x 


gilts, are reserving some firepower for 
the privatisations of British Gas and- 





‘not know for sure whether their applic 
 apremium of 15-20%, far less than 1 


government wants. But the whole e 































































will remain cowed. | 
The government has a heavy redemp- 
tion schedule this year and needs about 
£200m a month on top of that. British 
institutions, which along with the com- 
ercial banks are the main buyers o 








British Airways. Hence the govern- 
ment's particular desire to appeal to. 
foreign investors. y 

The £1 billion tap, the last before the 
£5} billion flotation of British Gas at the - 
end of November (see page 80), sold . 
well partly because of its special fea- ` 
tures. It was a short-term stock convert- | 
ible into a longer-term one—and it was . 
tax-free for overseas investors. Tax-free 
issues. are becoming a frequent tactic 
when heavy government funding rubs up 
against an apathetic market. 

The heightening interest of continen- | 
tal European investors in high-yielding ~ [ 
gilts. has become apparent over the past 
two months. The formal opening of 
Britain's primary market to foreign deal-  [ 
ers can. only encourage this. Japanese m 
investors, too, might soon wade in: ten- f 
year government bond yields in Tokyo. [| 
are running at an uninspiring 5%. That 
makes Britain's attractive to them. 


Yields on: 


15-year UK gilts 


any longer than necessary. It will confuse 
individual investors, though, who m. 


tions have been accepted. 
The shares look likely to start tradin 


BT, but offering the enticing short-t 
return to individual investors that 


cise in popular capitalism could back 
ng the Conservative governme 
yssible third term. The flotation tak 
in dangerous times. The final inst: 
on British Gas shares i is due i in A D 













































































body | has to cope with risk. One way of controlling its 
cial repercussions is to buy insurance. This week's 
Jooks at America's insurance market. It shows that 
ad ng uncertainty can be a tricky business : 


ple, those who Riwi advance 
that they are bad surgeöns, bad 
soft-drink bottlers, or unhealthy, 
may take out more insurance 
than those who know the oppo- 
site. Their insurers are less likely 
to know good risks from bad— 
until the claims start rolling in. 

The more that happens, the more 
the risk to an insurance company 
turns into a racing certainty that 
it will lose money. 

Why not let the i insurance com- 
panies raise their prices to take 
this into account? -Because that 
would make things worse. Rais- 
ing their prices would: drive the 
better risks out of the market, 
leaving the bad risks behind. 

This is known às the problem 
of "adverse selection". One way 
of getting round it is for an insur- 
ance company to spread its risks, 
either by diversifying the kind of 
risks that it assumes, or by group- 
ing good and bad risks together. 
Hence the cost of health insur- 
ance policies for a group of peo- 
ple. like employees of a compa- 
ny, is typically less per head than 
it would be if each employee 
insured himself separately. 

English law devised- another 
method of dealing with adverse 
selection. It requires that con- 
tracts for insurance. should be 


somebody came along to you 
| a penny, and said, “Heads 
jou win £1,000; tails you lose 
1,000", would you be happy for 
im to spin it? If not—if you 
thought that the potential pain 
u might suffer if the coin came 
down tails was greater than the 
potential pleasure if it came down 
 heads—you would refuse to take 
the risk. Economists would say 
that you were “risk-averse”. 

.. Many people, probably most, 

are risk-averse most of the time, 
hich is one reason for the devel- 
pment of the insurance indus- 
ry. For a price, insurance com- 
anies assume the financial risk 
f something happening to an 
ndividual, or company. Some- 
here or other, an insurer can be 
found for just about any risk. In 
the 1930s, an American film star, 
Miss Betty Grable, insured her 
legs for $1m against the possibili- 
y that they would one day be 
isfigured. A pianist might insure 
is fingers. Many people insure 
heir life, so that if they die the 
insurer will provide an income to 
their dependants. 

- Some people and companies 
are in risky businesses—their ac- 
tions might damage the health or 
well being of others. (A surgeon's. 
knife might slip; a soft-drink 
ompany might find that its bot- 
es explode.) If those accidents 
happen, the individual or compa- 
ny might be liable to compensate 
the person damaged, under the 
anch of Anglo-American law 
own as "tort" (which simply 
eans wrongs righted under the 
vil law, not through the criminal 
s). To guard against that 
is often worth taking out 
insurance", meaning 
at in return for à set of pay- 
ients an insurance company will 
d in the shoes of the risky 
geon or soft-drink company 
nd pay an amount of money 
damages") if the insured is 
foundliable. .' . 

Like. any market, 


the utmost good. faith. This 
means that the person or compa- 
ny to be insured. must: declare 
information. to. the insurance 
company. If the insured risk oc- 
curs and some rélevant item of 
information has. not. been dis- 
closed—eg, if a person dies be- 
cause of some hidden ailment he 
knew about but did not dis- 
close—then the insurance com- 
pany would refuse. to pay out on 
the policy. 

The fact that one. party to an 
insurance contract has more in- 
formation than the other creates 
another. problem, - ‘known . as 

"moral hazard". A person who 
EN. he is insured may take 
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conducted in uberrima fides, or in . 


ine extreme : cases, an insurance 


company. can deal with moral- 
hazard. Most life insurance poli- 






cies, foi 
pay ‘out. 
suicide within weeks of taking out 
a policy—in. other words, if he 
passed on.a risk (that he might 
die soon) that he, but not the 


ample, would refuse to 


insurance company, knew to be a. 


certainty. 


Rules of chance 

If the insurance market is to work 
well, it is important that its rules 
dampen the effect of adverse se- 
lection. and moral hazard rather 
than add to them. That can be 
hard to arrange. For example, 
“foreseeable” accidents are acci- 
dents which, by some objective 
test, appear likely to happen. A 


The price of risk 
[1] 
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Source: US Deparment of Justice 


company offering liability insur- 
ance would want to minimise 
moral hazard by excluding those 
risks from its coverage. But sup- 
pose that the legal test of whether 
somebody is liable for an accident 


is simply. whether it is foresee-. 


able. Then the very contingency 
against which the insured would 
most want coverage would be the 
one that the insurance company 
would least like to cover. 

What this shows is that for the 
insurance market to work well an 
insurance company. needs infor- 
mation not only about the person 
it is insuring but also about the 
rules of the: game. If the rules are 


changed during the lifetime of a. 












icy, the insurance company 
be le with a policy t that | was 
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insurance. companies | 


are among the largest investors in 
‘stockmarkets. Dividend income 
' becomes a factor in the profitabil- 
“ity of the company; it therefore 


needs information on financial- 


asset returns... 


In a. ‘competitive. ‘market, an 
insurance company would cut the 
price of its: policies at times of 
rising interest. rates, and raise 
them at times of falling ones. If it 
did not reduce premiums at times 
of high interest rates, it would 
make bigger-than-normal profits, 
Assuming that there were no bar- 
riers tO entry into the market, 
competitors would start to offer 
cheaper policies. Prices would 
fall until an efficient combination 
of price and quantity was re- 
established. 

Insurance companies do try to 
price their policies in a close-to- 
efficient way. Chart 1 shows a 
clear inverse relationship be- 
tween (a) interest rates and (b) 
the price of America's commer- 
cial liability policies . between 
1976 and 1984. But in 1985 things 
started to go out of kilter. As 
interest rates fell, prices did not 
merely rise, they went through 
the roof. 

That 7096 price rise in 1985 is 
one measure of America's liabil- 
ity crisis. Another is the indus- 
trys insurance-related losses. 
The property-and-casualty sector 
of the American insurance indus- 
try has made annual losses which 
grew from $6.3 billion in 1981 to 
an estimated $25.2 billion in 1985 
(see table on next page). Note, 
though, that the industry did not 
lurch into loss; in 1985, it re- 
ceived $32.8 billion of investment 
and other income, giving it a net 
profit of $7.6 billion. . 

Whatever the troubles of some 


insurers, the industry as a whole 


remains relatively sound. A re- 
port this year to America's attor- 
ney-general reckoned that com- 
mercial liability insurance and 
medical malpractice . insurance 


(which covers the mistakes of 


doctors and nurses) accounted 
for only 2.5% of the insurance 
industrys written - premiums— 
but those lines, in 1985, produced 
23.8% of the property-and-casu- 
alty sector's $25.2 billion under- 
writinglos. .— . 
The crisis in liabil 
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anecdotal (eg, burglars suing 
householders if they fall through 
a roof), and deserves to be 
viewed sceptically. But much of it 


is not. The report to the attorney- 


general found that insurance 
rates for some municipalities had 
increased by 400-1,000%. Some 
towns and cities are now unable 
to secure any insurance, Grocers 
faced rises in premiums of 25- 
500%. Medical malpractice pre- 
miums show similarly steep rises, 
Some insurance companies, 
many sectors of the market, are 
cutting the maximum amount for 
which they will accept liability 
under a claim by as much as 50%. 
Others are raising the "deduct- 
ible" on a policy—the amount 
which an insured person must pay 
himself before the insurance 
company chips in. 

Why has this happened? Some 
blame it on regulation of the 
market, arguing that the growth 
of state insurance against certain 
risks (like the Medicare system of 
health insurance for America's 
old people) has prevented insur- 
ance companies from moving in 
an entrepreneurial fashion into 
new areas. 

Alternatively, it might be ar- 
gued that state regulation of in- 
surers—requiring them to have a 
degree of liquidity in reserve for 
payments, for example—ham- 
pers their ability to respond to a 


changing market. Or the condi- 


tions under which insurance can 


be made available might make. 


insurers take more bad risks than 
they would wish. 1f, for example, 
insurers are forbidden to test 
those seeking life insurance for 
the AIDS virus—as will soon be 
the case in Washington, DC— 


then they are heading straight for m 


adverse selection. 


risks, and state regulation of pri- 
vate insurance, has been going on 
for most of this century. ' 
suggests that the insurance mar- 
ket's difficulties cannot be laid 
entirely at the door of the state. 
Nor is there much evidence of 
market failure due to monopoly 
or oligopoly. In 1977, an Ameri- 
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tition” during the years when 
interest rates were high. On this 


view, companies wrote too much . 
business at too low prices, and. 


are now trying desperately to 


recoup their losses. If so, new 
entrants | (that. is, those unbur- 


dened by the legacy of old, cheap 
policies) should be entering the 
market at lower prices. There are 
signs that this is happening: the 
availability of insurance seems to 
have improved in the past few 
months. 

But, on its own, "excess com- 
petition” cannot explain the diffi- 
culties that many individuals and 
firms in risky businesses now 
face. A more convincing explana- 
tion is that the legal rules of the 
liability game have changed. The 
changes have taken place in two 


. ways. 


First, though America has al- 
ways been a litigious society, 
there is some evidence that it has 
recently become more so. Charts 
2 and 3 show the growth in prod- 


-uct liability cases (cases where a 


manufacturer is sued because of a 
defect in his product) and medi- 
cal malpractice ‘cases in federal 
courts from 1976 to 1985. (Most 
‘cases, in both categories, are 
brought in the courts of Ameri- 
ca's 50 states; there is no reason 
to suppose that the growth rates 
in those courts are substantially 
lower than in the federal ones.) 
Second—though the evidence 
here is more debatable—the av- 
erage amount of jury awards of 
damages has risen substantially in 
that time. One study of jury ver- 
dicts found that. they had in- 
creased by an average of 15% a 
year between 1975 and 1985. The 
| growth of those awards i is proba- 
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‘can official report found 900 - E ' eae al 


firms in the property-and-liabil 
sector, with few significant b. 







E ers to entry, and plenty of compe- Ii 
tition on | j^ 


The liability mountain 


But state insurance of. some - Po 


can tort law, punitive. damages 
were only rarely awarded it was 
assumed, sensibly, that it was the 
job of the criminal courts, not the 
civil ones, to punish people for 
their wrongdoing. 








down in America, it will inevita- 


bly lead to higher. damages 


awards and hence to higher 
premiums. 
Another factor that may be 


behind the growth in damages 


awards is America's system of 

"contingency fees". This means 
that if the client loses, the lawyer 
gets nothing for his pains. But if 
the client wins, the lawyer takes a 
proportion of his damages. Usu- 
ally, 30% or more goes to the 
lawyer. 

Contingency fees enable peo- 
ple to sue who otherwise could 
not afford it. The system can also 
be defended as the best way. to 
make sure that those who are 
injured by defective products or 
careless doctors receive a proper 
amount of compensation. But, 
equally, it is attacked for pushing 
up the costs of litigation, and 
hence insurance premiums. In 
any case, litigation is a ludicrous- 
ly expensive way of settling the 
responsibility for accidents. In 
Britain, where both damages 
awards and liability insurance 
premiums are much lower than in 
America, contingency fees are 
illegal. 

The growth of litigation in 
America has happened alongside 
a shift in some. of the key legal 
doctrines. Again, in traditional 
Anglo-American tort. law, the 
person whose product or activity 
caused an accident: was liable 
only if he could be found to be at 
fault, or "negligent". Proving 
fault and Beier was E di no 
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Product liability casós* d É 


proving “fault”. 


Traditionally in dro AME | 


To the extent. 
that that convention is breaking 





those injured by the actions 





|] risk of ill-health is carried by t 
] taxpayer-funded National Hea 
=F Service, as well as by priva 
— 59]. insurers). But that is not a ma 
, [| solution. For a true market in 
.'to work, buyers and sellers 1 


biog game are rules about a gal m 
85 | chance—not a oe where o 
m Side wins all the time. 
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Bring back blame | 


The movement to no-fault’ 
ability has respectable ante 
ents. It can be argued, for ex 
ple, that it is better for a compat 
to bear the risk of an acc 
than an individual. It may | 
easier for a company to get insu 
ance against liability than for. 
individual to get insuran 
against the chance of an accident. 

But that ignores the fact that 
the insurance market is a market 
for risk. If it is certain, or nearly 
certain, that the insured "risk" 
will happen, the insurance com- 
pany is faced with an awkward 
choice. It can either withdraw 
from the market completely, thus _ 
provoking an availability crisis, 
Or it can price its products so high 
that they become scarcely afford 
able. Both of these reactions 
have happened at the same time 
as falling interest rates, which 
would in any event have pushed 
the price of premiums upwards. | 
Together these factors account 
for America's liability crisis. 

How can it be solved? The key 
is to understand that the market 
for insurance is like any other. I 
will only work if buyers and sell 
ers have adequate information. 
The market will fail if insurers - 
think that they are buying a risk 
but are in fact buying a certainty: 
Changes in the rules governin, 
damages awards might be help- 
ful—eg, limits to punitive dam 
ages, barriers to lawyers bidding 
up awards through contingency 
fees. But the best chance foi 
reform is to devise market rules 
which try to ensure that bot 
buyers and sellers are tradi 
genuine risks. In practice, th 
probably means returning to fa 
as the basis of liability. 

Of course, many would arg 
that for reasons of social poli 





















255 companies should n 
ve to rely on finding fault, b 
should receive automatic co: 
pensation. That can be, ando 
is, arranged through state a 
cies. (In Britain, for example. 
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Geinma Smith, ud. - ‘suffers from « a jJ Eo 
| Puce wading diseases COUCHES s bue dl 
: Doctors did not expect her to live berd - | Dm THE ECONOMIST 
age 2. She has proved them wrong, but JJ 
| the treatment that made this possi le i ic P = and other magazines — is available oi on 
expensive. cassettes for the visually - 
-A national appeal for used stamps has Di handicapped? 
- been organised to raise money—please — y RON. | 
send any you have (even small quantus) Hie ..  Ayearssubseriptioneosts £5 
" e | (T V. ... and GIFT VOUCHERS are available 
— Mrs C. L. SANDS, (e Ius 
.. Gemma Smith p ee from 


Stamp Appeal Organiser, The Talking Newspaper ‘Apeccintion; 


. 15FONBLANQUEROAD, ^ ||| 6ta High Street, Heathfield, 
- SHEERNESS, coc HE o Kast Sussex, TN21 8JB. 
KENT ME12 2NY. u ee — m Tel: 04352 6102 


CELEBRATE THE FESTIVE SEASON WITH” 
THE SAVOY GROUP OF HOTELS AND ASSOCIATES 


in London The Savoy is but one of four prestigious hotels owned by The Savoy Group of Hotels. 
Others include Claridge's in the heart of Mayfair and The Berkeley in fashionable Belgravia. 
In- Cotswold country, near Stratford-upon-Avon, there is The Lygon Arms, a splendid lóth century Inn. 
In Paris there is The Lancaster, just off the Champs Elysées. In Hamburg our renowned associate the 
/. Mier Jahreszeiten. 
Each hotel provides the traveller, on business, pleasure or both, with unparalleled comfort and 
attentive, discreet service. Reserve now, Celebrate the festive: season in style by extending your stay. 











Why 1101001100111010 
doesn't say it all 


Computers may be getting too smart for 
their own good. Granted, their power is 
awesome and everybody now uses them 
because they are so cost-effective. Most 
cars manufactured today have five or six 
microprocessors, each of them as good as 
a computer that would have cost $50,000 
about 20 years ago. But in their race to 
develop better, faster and smarter ma- 
chines, computer makers have neglected 
the computer's senses—the technology 
needed to capture information about the 
world and make it digestible for the 
computer's brain. The result: a once 
insignificant component of a computer 
system is often the very bit that limits its 
performance. 

The problem is that while computers 
think in crisp patterns of on/off digital 
code, in the world of man things change 
gradually. The world is what technolo- 
gists call an analogue place. To gather 
data from it requires analogue circuitry. 
This ought to be simple: the dial of a 
speedometer is a typical analogue device. 
But, to understand how analogue widgets 
have come to limit computers, consider 
the following episode. 
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A manufacturer produces a medical 
instrument that uses 30 chips to monitor 
the heart. Five analogue chips pick up the 
sounds from the heart, amplify them and 
translate them into digital code. Twenty- 
five digital chips figure out if the heart is 
all right. In order to make the device 
cheaper and more effective, the manufac- 
turer takes it to a chip-customising firm. 
Using computer-aided design (CAD), the 
firm integrates all 25 logic functions on 
one chip, but cannot touch the analogue 
functions. Now, instead of there being 
five times more digital chips than ana- 
logue ones, the ratio is reversed. 

The new problem goes deeper than a 
simple skewing of an old cost ratio. A 
computer is only as good as the informa- 
tion with which it works (or, as data 
processors put it, "garbage in, garbage 
out"). So the advances made possible by 
digital logic integration cannot be realised 
without corresponding improvements in 
analogue sensors and processors. Manu- 
facturers need better co-ordination. 
Computers that work in factories are 
often required to convert digital informa- 
tion back into analogue—to move robots' 


arms, for instance. 

Why not put a couple of extra engi- 
neers on the project to find a way to 
integrate the analogue chips? It is not that 
easy. To begin with, analogue designing is 
something of a black art. A digital device 
is basically simple. Like a light switch, it is 
either on or off. An analogue circuit, on 
the other hand, varies continuously from 
fully on to completely off—more like a 
light controlled by a dimmer. Analogue 
designers also have to consider lots of 
details (temperature, voltage changes, 
signal-to-noise ratios, bandwidth, and so 
on) that are irrelevant to digital circuits. 

This is why executives of semiconduc- 
tor design companies say that they can 
put a recent engineering graduate to 
designing digital circuitry within a day of 
joining the company, but that he is use- 
less for analogue work until he has had at 
least five years' experience with analogue 
circuitry. Such seasoned engineers are in 
short supply. Some 40 years of intensive 
(and richly financed) work in digital elec- 
tronics have diverted interest from ana- 
logue research and development. 

To try to bridge the gap in analogue 
capabilities, computer makers are em- 
ploying standard “prefabricated” circuits. 
These are simple, individual units wired 


together in different ways to perform — 
different analogue functions—much the - 


same approach employed by early digital 
designers. This method has limitations. - 
The engineer is rather like a racing car 
driver who knows nothing about how his 
car works. He can learn to drive it well, 
but cannot tinker with the engine. 


CADS bound ahead 

Fortunately, things are changing. Several 
years ago, two Californian companies— 
Ferranti Interdesign in Scotts Valley and | 


Exar in Sunnyvale—introduced a "paint- - 


by-number" kit for analogue design. 
Modestly, these kits deal only with some 
10-15% of the typical analogue functions. 
Still, they have proved that non-analogue ' 
engineers can design analogue chips. 
Exar and Ferranti have made a successful 
business (around $100m a year in sales) | 
out of it. 

More ambitious is the CAD entry from a - 


Californian outfit called Micro Linear. 


Created to cope with a much greater 
range (the company says 80%) of the 
typical analogue functions, it includes 
both new software and new hardware. 
Just as in the CAD programs for digital 
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omplete, the program puts the chip 
hrough its paces. If any glitches turn up, 
he engineer can fix them on the spot. 

Jecause this is done electronically, the 
rogram packs several weeks of proto- 
type development into a few hours at the 
computer screen. 

The final draft is sent to Micro Linear 
; (either through the post on a floppy disk 
-— or over the telephone via a modem) for 
^ manufacture. To make the chip, Micro 
Linear builds a sandwich, using a spe- 
= cially designed analogue chip which it 
-. calls a “tile”. Pre-etched on each tile are 
-. the basic analogue ingredients needed to 
implement any design the software can 
_ generate. According to the specifications 
. in the client's design, a layer of intercon- 
nections is placed over that base to cre- 
ate the first level of integration. Another 
LE layer of interconnections placed over the 
«. previous layer yields a second, higher 
_ level of integration. The resulting chips 
are markedly more compact than their 
c predecessors. The company also claims 
| that its new chips can run at up to three 



















































Medicine 
Leeches find their 


` The leech is back in medical vogue. Its 
anticoagulant saliva contains several 
-chemicals that doctors find useful—for 
- restoring blood flow after surgery, sepa- 
| rating cells in the laboratory and, per- 
haps, treating thrombosis. 
.— Until a century ago, these blood-suck- 
ing annelid worms were prescribed for 
almost every ill. France laid on a feast 
: bigger and better than anybody else's, 
-inviting as many as 50m leeches to dine on 
2s dts people each year. The leeches were 
used in the misplaced belief that they 
could drain a patient of "bad" blood, 
< leaving behind a disease-free supply. No 
disease was deemed immune from the 
cure. Scientists fought against the super- 
stition—and won. Leeching died out. — 
. When the leech attaches itself to a host, 
it pierces the skin with three teeth—one 
on each corner of a triangle—leaving a 
mark like the Mercedez-Benz logo. Be- 
cause skin is elastic, it peels back, forcing 
wide the hole through which the leech 
reaches the blood supply. An enzyme in 
the creature's saliva slackens the blood 
vessels. The sensible leech keeps a low 
profile. Its saliva contains an anaesthetic 
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simple, quick and cheap—a. leech costs 


_ less than £2. 


` The same technique. can be applied to. 
Surgery. . When. a. cancerous 








ring growth inside the body is removed, the 


agir 
and marketing consulting: firm, thinks 
that demand could be much greater since 
many of the future niches for analogue 
integrated circuits are unforeseeable. He 
compares the current situation to the time 


when Intel introduced the first micro- 
processor in 1971. Even Intel’s marketing 


team projected a demand of no more than 


500 of the new chips. Today, millions are ' 


sold each year. 

One more bit of good hiser for those 
pioneering American companies, though 
not, perhaps, for their customers: the 
Japanese will probably not figure in the 
market—at least for the time being. The 


Japanese have applied few resources to 


analogue chips, preferring to concentrate 
on standard products that sell. in large 
volumes, such as memory chips. 


niches 


and drink blood—but some are more 
useful than others. To man, Hirudo medi- 
cinalis is the most useful. In its saliva are 
two compounds which make dinner-time 
less hard work for leeches—and micro- 
surgery more like feeding time at the zoo. 

The first is an enzyme called orgelase, 

which dissolves the tissue-cement that 
binds cells together. As the cells separate, 
the saliva, containing the anaesthetic and 
an anti-coagulant, can move more freely 
through the host's blood stream. The 
second is the anti-coagulant itself. For 
blood tó clot, fibrinogen, a protein dis- 
solved in the blood, is precipitated at the 
site of the wound as fibrin when acted on 


by an enzyme called thrombin. Hirudin, a 


non-enzyme produced | in the leech’s gut 
and secreted in saliva, ‘inactivates the 
thrombin. This breaks the. link in the 


blood-clotting chain and keeps t blood flu- 


id for up to 24 hours. 


That property is making leeches useful 


in operating rooms. Imagine you have got 
carried away with the meat cleaver in the 
kitchen and cut off a finge 





at do m 


space it leaves needs to be plugged. 
Compatible tissue taken from elsewhere 
on the patient's body fills the gap, but is 
not always. made welcome. Sometimes 
thé. veins feeding the space become 
blocked and the plug becomes isolated, 


starved of the nutrients and oxygen car- 
-ried in the blood, and “dies”. Cue for the 


leech. In half an hour, its saliva has 
spread to the parts others cannot reach. A 
blood system is set up between old and 


. new tissues long enough for capillaries to 


grow across the sutures. . 


Blood money LM 
If man has found à DA use for the 


leech, the chances are that somebody, 
somewhere is making money out of it. 


‘Biopharm, a three-years-young British 


company, breeds and milks some 30,000 
leeches and markets them all over the 


"world. Dr Roy Sawyer, founder and di- 


rector of Biopharm, sells the leeches for 
use in micro-surgery, and also the useful 
bits extracted from their saliva. | 

The leeches are kept in fibreglass cages. 
and fed on blood from a nearby slaughter- 
house. Their saliva is extracted through a 
semi-permeable membrane, behind 
which is placed. a chemical that stimulates 
their “taste” glands. A leech, when it 
senses food, does not hold back. It gorges 























riani in 1979/80; eamingsper — 
54. Ip were also nine times — 





June this year at £10.25 was eighteen... 
T times higher than the corres ponding; 





eee “This y year $ Brus are the. lieri in ss > price at the beginning of the decade. - 
"am | ‘unbroken sequence of rapid growth c7 7 The successful penetration of major: 
“over the six years since. 1979/80. That international markets has been the 
- growth is the direct outcome of the = _ driving force behind the recent growth, | 
strategy pursued by the Group in recent with its widespread and profound effects 
. years, and of four policies in particular, TE the Group. For example, our 


. namely: a concentration of resources and company in the U.S.A. recorded a 
"effort on medicines of the highest quality turnover‘of $620 million, an increase 
and benefit to society; the world-wide of 74% over last year. 
: extension of our activities and markets; ~ “Our biggest research effort by ba is 
thee tap lona andi E fon Our — (d the U.K.; but we are also rapidly 
















ras we ellas the new unit set up this 
ar in the U.S.A. We now have major ! 
( mmes i in the: atras af anti- | 





T eie gale a iid the i ciego a 
exible international organisation - 
le of adapting itself to meet the POM 
ing and complex needs of our - 
d-wide business. These p 
ave operated to change, fundame 
"size and character of the Grou "in 
ic: of a few ene m 























JGHTS — 1986 1985 








LU Pr it before t tax 612 403 
Exports from the UK 393 .332 
Research & Development — 113 — 92 

Capital Expenditure 201 126 


“fhe continuing activ ities, 









ano Pence | 
our other dai, Ted to very arge UC Pend per share 14.0 10.0 
increases in profits and earnings. This © Earnings per share 54.1 314 





E year, profits before t tax were n 


r; and the share price at the end of — 


expanding our basic tesearch activity in 
| increasing. Our policies he 


ona relatively long time s 


Lmillion 





























eo. pa seventy E deg 
associated companies which have sor 
31,000 employees, about 11 „000 in t 
U. K. and over 20,000 overseas. 

"Our progress in the past has relie 
fühdaimerirally on the discovery of new 
products by our Research organisation. 
and, when found, their efficient — 
development, manufacture ; and sale. 
throughout the world. | 

"The interval of time between _ 
discovery of a compound and the 
matketing of the product is ine 
long, normally ten years, ar 
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tory culture $ S0. that out of the 
nfusion of the usually overcrowded 
gar plate"—the behaviour of an indi- 
dual cell may be observed. It is also 
n diagnosis. Patients with liver 
osis have more hyaluronic acid—the 
which binds cells together—in their 
. Orgelase registers the acid-level in 
sample before the liver is permanently 
damaged. - 
Another useful compound is hementin, 
found in the saliva of the largest of all the 
leeches—an Amazonian species that 
grows up to 18 inches. This enzyme 
dissolves blood clots and may prove use- 
- ful in draining blocked vessels inside the 
. body. This makes it promising for the 
treatment of thrombosis—a condition 
common in old people, where blood clots 
disrupt normal circulation and can, if the 
clot reaches the heart or brain, kill. 
Dr Sawyer foresees a time when geneti- 
cally engineered products will do away 
with the unpopular creature. If the active 
gene in orgelase can be isolated, incorpo- 
rated into the genetic make-up of yeast 
and brewed, the leech—its work done— 
will be made redundant again. 

































































Navigation 


Help from on high 


| The world. of navigation is looking up. 
Communication satellites may soon be 
doing several useful things at once— 
keeping a Big Brotherly eye on aero- 
planes, bringing a voice to those in peril 
on the sea, and providing airborne tele- 
phones for those who never really wanted 
to get away from it all. 

-For years, navigators have talked about 
global satellite system to replace, or 
omplement, conventional gadgets. Such 
E system would allow vehicles to describe 
dimensional position by refer- 
to four satellites at once. The 
em pip irl s Global 





jun pe running in space. „Ait and 
affic controllers plan to make use of 






.red London buses (see box). 





oni navigation becomes. more 


them. Another new gadget will also help “pi ! 
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As ever more vehicles. share A same : 
chunk of road, sea or sky, quick. and | 











stops i in South Londo e 
ing. how long passenger 
wait for the next two buses 3 
the double déckers would be going. 
Some guinea-pig buses have been fit- 
ted with nifty microprocessors. Every 
time the bus passes over an electronic 










portant. Airlines are feeling the pressure 
most. At the moment, an aircraft in the 
middle of the ocean does not know exact- 
ly where it is. It only knows how far from 
its starting point it has travelled in any 
direction, using a computerised gyro- 
scope. By the end of a transAtlantic 
flight, an aeroplane may have wandered 
off course by as much as ten miles. 

Ground control can tell that an aero- 
plane flying over the oceans is safe and on 
course only when the crew "phones 
home". But the lines are bad. The high- 
frequency radio waves used are sensitive 
to atmospheric conditions and fade over 
long distances. The system is also slow: 
when a pilot over the middle of the ocean 
wants a new course—to avoid strong 
winds, say—it takes up to ten minutes to 
get to the controllers. What the airlines 
need is something that will contact 
ground control automatically every ten 
seconds or so with information of the 
aeroplane's whereabouts. Any empty 
slabs of sky could then quickly be filled by 
those aircraft suffering on a bumpy ride. 

One way to speed up the system is the 
Automatic Dependence Surveillance Sys- 
tem (ADS). This is the brainchild of the 
International Civil Aviation Organisa- 
tion. The ADS plan is for the aeroplane to 
transmit its position—as determined by 
the aircraft's gyroscope—to ground con- 
trol via satellites already in space. The 
trouble with such a system is the cost of 
hardware and the clumsiness of the anten- 
na, which is stuck on to the outside of the 
aircraft. A conventional antenna would 
increase drag and add weight. — 

The Ball Corporation, of Muncie, Indi- 
ana, may have found the answer. It has 
designed a flat antenna capable of send- 

:eiving radi hi 
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‘each ofthe nin bus-stopsiscomputed |. 


| us and dis- - 
noticeboard: at the 
stops. The information is updated every 
minute. The London Bus Company is 
working on a formula which corrects the 
expected time of arrival for different 
volumes of traffic. If the queuers warm 
to it, the service will be extended to 
cover all routes. 


















telephones and computers with modems 
to talk to the ground. 

Satellites can also help those at. sea. 
Any ship in distress today has to raise the 
alarm by sending out a radio signal which 
may be picked up either by passing ships 
or, if the ship is near land, by receivers on 
shore. The ionosphere— layer of ionised 
particles encircling the earth—is used to 
“bounce” signals back to earth. 

Unfortunately, the ionosphere moves, 
the signal is easily distorted by interfer- 





I know exactly where | am, thank you 


ence, and the bandwidths used by radio 
messages are getting congested. So sig- 
nals are limited to: a 300-mile radius 
around the ailing vessel. Some four ships 
out of every distressed ten are out of 
earshot and out of luck. The International 
Maritime Organisation is looking to satel- 
lites for help. .. | 

Its scheme, known as the Future Glob- 
al Maritime Distress and Safety System, 
will use satellites as loudspeakers. Any 
ship in trouble which is fitted with a 
special radio beacon will be able to send 
for help automatically via a communica- 
tions satellite. The signals—locating the 
vessel to within abou 34 nautical miles— 
will be passed on from the satellite to the 
nearest receivers. Then the closest 
search-and-rescue teams can take over. If 
ations, it will 
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YOU 

ARE LOOKING 

AT THE CUTTING 
EDGE OF HIGH 


TECHNOLOGY. 














It comes to you from 





eattvity of Quantel and 


e power of Fujitsu. 


The cutting edge of high technology? 
That car? No. The painting of that car. 
Look closely at that picture again. It's not 
a photograph, it's a painting —an electronic 
painting. It was created on a television 
screen, without paints, brushes or canvas, 
by the startling new Graphic Paintbox —the 
electronic graphic design system devel- 
oped by Quantel. 


A revolution in 
television graphics 
Quantel is an explosively creative British 

company that in the last ten years has 
revolutionized television graphics all over 
the world, and begun to change the face 
of print graphics as well. It has done so 
by meshing the highest developments of 
digital technology with the timeless tech- 


niques of the artist. And we have done a 
lot to help. 


Who are we? 


We re Fujitsu. We're the number one 
computer maker in Japan, and a world 
leading telecommunications maker — with 
over 84,000 employees around the world, 
projects completed in 100 countries, and 
a reputation for excellence in high tech- 
nology. We're the people Quantel came to 
when they couldn't find a computer disc 
; drive that was good enough for their 





Paintbox —that would give it the speed 
and power it had to have. 

We gave them the drive they d been 
searching for, and later we gave them an 
even better drive that enabled them to 
design a system sixteen times more power- 
ful than the original. The result is a revolu- 
tion for the graphic arts industry. And that's 
just the beginning of what we're doing for 
Quantel. To find out what we could do 
for you, contact Fujitsu Limited, 6-1, 
Marunouchi 1-chome, Chiyoda-ku, Tokyo 
100, Japan Tel, 81-3-216-3211 Tix. J22833. 








With an ultra-high resolution TV monitor, a pres- 
sure sensitive stylus and a touch responsive drawing 
board, Quantel s Graphic Paintbox permits the artísi 
to "paint" electronically with astonishing realism, 
and then send the picture out for printing. Fujitsu s 
disc drives, which store the millions of bits of infor- 
mation that produce the pictures on the screen, are 
a crilical part of the revolutionary system. 





If you’re planning to do business in Germany, 
you should look for a bank that understands 
a bit more than just German business. 


You need an interna- | 
tional bank that's at home in 
Germany. A bank that can not 
only help you with the complex- 
ities of the German market, its 
laws and regulations, but can 
also appreciate the implica- 
tions for your international 
business. A bank that’s large 
enough to offer you all the fi- 
nancial services you need, yet 
flexible enough to produce 
detailed solutions to specific 
national problems. We are 
Germany’s second largest 
bank, with 1,000 domestic 
branches, and over eighty of- 
fices worldwide. After being in 
international business for more 
than a century we work for 
about 100,000 companies. 
We can offer you a profound 
knowledge of German busi- 
ness — and a bit more. 
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BOOKS AND ARTS 





Trying to stop things falling apart 


MY STORY. By José Napoleon Duarte. G. P. Putnam's Sons. 284 pages. $18.95 


El Salvador's Christian Democratic presi- 
dent, Mr Napoleon Duarte, has been the 
victim of assassination attempts by the 
hard right (which calls him a communist), 
the hard left (which calls him a puppet of 
the Americans) and probably by the Nica- 
raguan Sandinists. His friends have been 
killed; his daughter has been kidnapped; 
his son has just escaped attempted assas- 
sination. This book, which describes what 
it means to be a man of reason in a 
passionately divided country, is terse and 
to the point. It is essential reading for 
those who want to understand what is 
happening in Central America. 

Mr Duarte is a man of the centre-left. 
He graduated as an engineer at Notre 
Dame University in Indiana, started his 
career as a scoutmaster, and moved on to 
the theories of the Christian philosopher 
Jacques Maritain. He is tryiag to find a 
foothold in El Salvador's tiny political 
space between the hard right and the hard 
left. 

He believes in competitive elections, 
tolerates strikes and hopes that one day 
El Salvador will become a civilised soci- 
ety. He supported the nationalisation of 
the banks and of the export marketing 
boards for crops such as coffee because 





It's tough being the son... 
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they were controlled by the “oligarchy”. 
But he also supports private enterprise, 
while hoping it will have a social 
conscience. 

In many people's eves, Mr Duarte 
blotted his copybook by serving as presi- 
dent of a military-civilian junta which 
allowed “death squads” to roam the 
country with impunity (though the guer- 
rillas were waging a brutal war as well). 
Mr Duarte has his replv ready. "I knew 
that if I resigned because of some atrocity 
the Right or the Left committed," he 
writes, "they would have won. If I left, 
who would present an alternative to these 
two?" 

This is not a bad argument: especially 
as three consecutive free elections have 
been held since then, the death squads 
have virtually disappeared and the coun- 
try is now run by relatively decent people. 
The killers of some American nuns are 
serving long jail sentences, and the army 
officer suspected of ordering the murder 
of some American aid officials is at least 
in jail on another charge. 

Mr Duarte is, of course, the hero of his 
own apologia but he pays a warm tribute 
to the book's other hero: General Eu- 
genio Vides Casanova, the defence minis- 
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...Ofa greater Napoleon 


ter who made sure the three elections 
were free and has done much to turn the 
once-politicised army into a professional 
force. Having pushed the rebels back to 
the hills and made part of El Salvador 
civilised, Mr Duarte is now trying to 
rebuild the war-shattered economy. His 
economic policies are unpopular; his po- 
litical struggles go on. "The attacks and 
sabotage from Right and Left can reduce 
my political space in the centre," he 
writes. "Yet the centre holds." 


Neil Kinnock 


He who knows no 
history... 





MAKING OUR WAY. By Neil Kinnock. 
Basil Blackwell. 208 pages. £9.95 


Most readers will open Mr Neil Kinnock’s 
book hoping that the leader of Britain’s 
Labour party did not write it himself. Mr 
Kinnock’s characteristic blend of senti- 
mentality and vacuity has a certain boyish 
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. charm in his speeches; a whole book of it 
-. would be insupportable. Alas, it is clear 
(v from the first page that, if Mr Kinnock 
=> did not write the book, he must at least 
have dictated it. The sentences are long, 
the abstract nouns devoid of meaning 
(“Planning must be strategic"), the ideas 
third-rate and third-hand. Mr Kinnock's 
courage and confidence—and he has a 
full measure of both-—are the orphan 
Offspring of his ignorance and 
inexperience. 
: Indeed, nothing is more revealing in 
= “Making Our Way" than what it leaves 
out. Labour governments broadly Kin- 
nockite in outlook—interventionist, un- 
employment-averse, preoccupied with 
the future of manufacturing industry— 
governed Britain between 1964 and 1970 
and again between 1974 and 1979. They 
failed, as even those who served in them 
~~ now privately (and in some cases public- 
— ly)admit. 

~~ Mr Kinnock might have been expected 
= to be eager to learn from their experi- 
. ence. He is not. Nowhere in these pages 
. are Mr Kinnock's predecessors, Lord 
~~ Wilson and Mr James Callaghan, referred 
< to at all. Their failures are unmentioned, 
-© unacknowledged. The Bourbons are said 
: to have learnt nothing, forgotten nothing. 
= Mr Kinnock is different. He seems never 
to have known anything in the first place. 
. Any reader who perseveres will come 
to realise that Mr Kinnock's rhetoric is 











; tempered; the Yorkshireman was private, 


familiar. Personally, Mr Kinnock could — 
hardly be less like Lord Wilson. The : 
Welshman is open, gregarious and quick- 





unions, jin ‘national “planning”, 
touching faith in the restorative powers of 
the Department of Trade and Industry 


(for DTI, read “Department of Economic 


Affairs" and “Ministry of Technology”). 

Mr Kinnock aspires to appeal to the 
young; he is always anxious to appear up- 
to-date. Yet “Making Our Way" could 
have been written in 1963-—indeed, most 
of the arguments in it were. The rhetoric 
may be Mr Kinnock's; the ideas are Lord 
Wilson's. 

True, Mr Kinnock is not wholly un- 
aware of some of the obstacles ahead. He 
realises that rapid reflation is likely to 


Parliament 


the same © 


age-pt tion i$ a ver-present ; 
threat t to ; iic British. economy, and that — 
the right institutions—and attitudes— 
needed for a successful industrial policy - 











do not at present exist in Britain. But . 


then Harold Wilson was also aware of 
these obstacles, and tripped over all of 
them. 

It may seem. unfair to criticise a party 
leader for not providing a coherent intel- 
lectual underpinning to party policy. As 
the success of Ronald Reagan has shown, 
intellectualism is not usually a head of 
government's job. But Labour's circum- 
stances are unusual. The party has lost 
intellectual credibility. "Making Our 
Way" will do nothing to restore it. 





Democracy against Napoleon 


THE HISTORY OF PARLIAMENT: THE HOUSE OF COMMONS 1790-1820. Edited by R. G. 
Thorne. Secker & Warburg. Five volumes, 3,543 pages. £225 


Between 1790 and 1820, a total of 2,143 
MPs sat in the British House of Commons. 
Of them: 

@ 220 succeeded to peerages, 215 were 
younger sons of peers, 234 succeeded to 
baronetcies, and 47 were peers of Ireland; 
@ 764 were the sons of past or current 
MPs, and more than 500 married MPs’ 
daughters, one doing so four times; 

e 531 had been to Oxford University 
(285 of them at Christ Church college) 
and 414 to Cambridge; more than 400 had 
been to Eton College, 239 to Westmin- 
ster, 177 to Harrow; 

e Some 400 were, or had been, regular 




















army officers, and 100 in the navy; nearly 







the 203 English boroughs were subject, 


300 were barristers; around 180 (David 
Ricardo among them) were bankers; 

e 320 never married, but 100 sired 12 
children or more, including one with 23; 
€ About 35 were more or less mad (in- 
cluding Henry Brougham, “whose intel- 
lectual flights", writes Mr Thorne, "had 
often appeared to lesser minds indistin- 
guishable from it [madness]"). 

@ All 2,143 were men. 

The electoral process that produced 
such MPs, even in the Mother of Parlia- 
ments on the eve of the Victorian era, was 
even more bizarre. In the period 1790- 
1820, Mr Thorne reckons that 184 among 
























Are the Democrats and Republicans national political parties or just 


coalitions of local interest groups? 


A political party, wrote Edmund Burke, 
is a “body of men united, for promoting 
by their joint endeavours the national 


interest, upon some particular principle 


in which they are all agreed”, Observers 
of American politics have spent the last 


200 years pooh-poohing that definition. 


National parties have scarcely exisied; 
the Democrats and Republicans have 
long been coalitions of state parties; 


adherents of the same party seldom held 


opinions in common. Among the Demo- 


crats, die-hard southern segregationists 


kept company with northern liberals, 
Among the Republicans, international- 
ists rubbed shoulders with isolationists, 
east-coast liberals with rock-ribbed mid- 
western conservatives. 


` That is—or was—the traditional pic- 
ture. But, as the campaign leading up to 


last Tuesdays mid-term — elections 
showed, American party politics is in 
some ways coming to resemble those of 
Europe. American politics is still focused 
more sharply on candidates; local and 
regional issues still count for more. But 
the national party-organisations, espe- 
cially that run by the Republicans, have 
more influence than a generation ago; 
American politicians are dividing into 
ideological camps which are at least as 
distinct as West Germany's CDU and SPD 
(If not quite so far apart as Britain's 
Labour and Conservatives), 

The strengthening of national party- 
organisations is the theme of The Party 
Goes On (Basic Books, $17.95) by Xan- 
dra Kayden and Eddie Mahe. They show 
how the power of the parties’ national 
committees and attendant House and 


















sciously emulating Britain's Conserva- 
tives, have pioneered "genre" advertis- 
ing, which tries to persuade voters to 
vote for all Republicans. | 

< “The Party Goes On" is more accessi- 
ble than most books on the minutiae of 
American institutions, but it suffers from 


‘its authors’ desire to make it accessible. 


Half journalistic, half academic, its style 
is inflated, its evidence too anecdotal. 

Less pretentious-sounding but weight- 
ier in substance is Leon Epstein's Politi- 
cal Parties in the American Mold (Uni- 
versity of Wisconsin Press, $27.50). Mr 
Epstein does not think that truly national 
parties are being born in America. He 
reckons that, by European standards, 
American parties have always been 
weak, are now and are likely to remain 
so. Elections were centred on candidates 
even before the advent of primary elec- 
tions. The separation of powers—within 
states as well as federally-—has always 
ensured that political leaders elected by 
different constituencies, frequently at 
different times, will be likely to pull in 
different directions. The Democratic 
and Republican parties survive, accord- 
ing to Mr Epstein, largely because they 
are so "porous" and “permeable”. They 
are not so much institutions in their own 
right as (nearly) empty political vessels 
waiting to be filled. 

Mr Epstein, who is as much historian 
as political scientist, stresses the continu- 
ities of American politics. Even so, like 
Ms Kayden and Mr Mahe, he acknowl- 
edges the centralising tendencies of re- 
cent years. He says that modern state 
and local parties “tend to have stronger 
national programmatic commitments 
than did the old machines". In Congress, 
the southern Democrats’ continued de- 
cline could lead to the big parties becom- 
ing “more than at almost any time in its 
[Congress's] history, an ideologically de- 
fined body of elected officials". The 


congressional parties are already voting - 
more as cohesive blocks than in the past. 


. Mr Epstein—conscious that, since 
America's parties are complicated, al- 


most everything said about them needs 


to be qualified—wants the reader to 
follow the intricacies of his thought. The 
result is a book for specialists, one rich in 
rewards but demanding staying power. 
The same is true of David R. May- 
hew's Placing Parties in American Poli- 
tics (Princeton, $38.50). Mr Mayhew is 
irked by the broad-brush treatment often 
given to American state and local parties 
and also by most scholars' failure to 
recognise that the way a single local 
party was constituted might make more 


difference to local government than 


competition between two local parties. 


Till recently, some states had traditional 


spreading. — 









party organisations (with or without gov- 
ernment-controlling “machines” like 
Tammany Hall). Others did not. What . 
difference did this make? | 
Mr Mayhew prefaces his answer with a 
remarkable 183-page gazetteer of the 50 
states’ party organisations as they existed 
in the late 1960s. "Sly Cy" Bond of 
Crittenden county, Mississippi, is there; 
$0 is the left-wing (sometimes commu- 
nist) stronghold of Duluth, Minnesota. 
No one before has amassed such detailed 
information on the American partíes; no 
one is likely to again. Although tradi- 
tional party organisations (‘“‘TPOs”) have 
declined since the 1960s, Mr Mayhew 
points out that local political customs die 


“hard. New York and California are still 


more like themselves a generation ago 
than they are like each other. 

The presence or absence of TPOs turns 
out to have had a big impact on local 
politics. States, mostly in the north-east 
and industrial Midwest, with traditional 
organisations had little effective interest- 
group activity, little in the way of class- 
based politics, few ideological divisions 
and almost no demagoguery (New 
York's politicians simply swallowed up 
William Randolph Hearst). TPO politi- 
cians were in business for themselves; 
they succeeded in keeping outsiders out. 
For this reason, machine politicians were 
not keen on big government pro- 
grammes that might lead to the rise of 
bureaucracies outside their control. The 
TPO states, Mr Mayhew points out, were 
usually low-spending states. 

"The Party Goes On" is rather slight. 
"Placing Parties in American Politics" 
and "Political Parties in the American 
Mold" are. works of dense scholarship. 
The reader wanting a quick up-date on. 
America's parties, combining terseness . 
with accuracy (and acumen), should turn 


to two chapters in The New Direction in | ae 


American Politics (Brookings Institution, 
$26.95), edited by John Chubb and Paul 
Peterson. Thomas Cavanagh and James - 
Sundquist chart the rise of Republican 
party identification among the electorate 


to the point where it now equals that of | 


the Democrats. They see emerging | 
across America a more competitive two- - 
party system than in the past. James 
Reichley, notes that the national parties’ - 
effectiveness “is probably at an all-time - 
high", with the Republican National | 
Committee providing direction to party : 
organisations in 650 important counties. . 
He also notes that, even before Presi- | 
dent Reagan's election, both parties . 
were showing an increased commitment — 
to a clearly defined ideology. He reckons . 
that, as a result, American politics will 
come to be less convivial than it once 
was; more concerned with obliterating. 
the opposition than with compromising 
with it. The Thatcher style appears to be- 






























FROM OUR TOKYO CORRESPONDENT 





























































Get ona Tokyo subway train any week- 


ers will be asleep or have their heads 
. buried in a book. The exception is Fri- 
day. That.is the day that “Focus” and 
“Friday” are published. - 
^. “Focus” and "Friday" are Japan's two 
biggest-selling weekly photo-newsmaga- 
zines. Racy and sensationalist, they are 
the territory of the Japarazzi. The maga- 
zines consist of a series of double-page 
picture spreads in grainy black-and- 
white or glossy colour, with captions of a 
couple of hundred terse .words. Each 
double page is a separate section, with 
headings like “Erotica”, “Couple”, 
"Crime" and “Café” (like the titles 
themselves, these are in English to show 
chic). The magazines combine death, 
sex, scandal, politics and showbiz—if 
possible all in one story, with a picture. 
Seemingly, no celebrity is too cele- 
brated, nor any taboo too sacrosanct. 
“Focus” once ran a photograph of a 
former cabinet minister, Ichiro Na- 
kagawa, pissing against a tree outside 
parliament (this raised his popularity as a 
man of the people). Much of the cover- 
age concerns the faults and foibles of 
starlets, singers, sportsmen and school- 
children. Corpses and casualties are a 
circulation-boosting speciality; pictures 
of suicides are commonplace. Last year’s 
crash of a Japan Air Lines jet, which 
killed 520 people, the worst civil aviation 
disaster on record, was extensively and 
gruesomely covered. 


ae wholly or partially, to patronage; most of 
their MPs were, in effect, chosen by just 
... 208 patrons, who included two royals and 
- 101 actual or prospective peers. It was the 
'ssame in Scotland, where 36 counties 
_ shared an electorate of fewer than 3,000. 
-. Small wonder that contested elections 
— were rare. In the seven general elections 
of the. period, 39 of the (mostly two- 
‘member) English boroughs had no con- 
‘test at all. Nor did 13 of 40 counties: 
Nottinghamshire, indeed, went Be a 
contest. from 1722 to 1832. Overall, 
England, Scotland and Wales, only 22% 
ff potential contests were actually fought. 
Although the right to vote was at a 
liscount, the right to be bought was not. 
‘Patrons would pay heavily to secure con- 
‘trol of a borough: Sir Manasseh Lopes in 
A810 bought the two seats of Westbury, 
Wiltshire, for £73, 000, a sum euh in 
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The ‘magazines are. ‘pat’ out not by 
shoestring operations but by two of Ja- 
pan's best known publi: i ers—Shincho 
Sha ("Focus") and Kodansh: 
day"). Both have circulati 
lim copies a week, far outstripping e 
the most popular comic boo of which 
Japanese adults are avid readers. 

“Focus” created the market. It started 
in 1981 as a semi-serious. photo-news- 
weekly, modelled on America's "Peo- 
ple" magazine. That formula did not 
take root, and the magazine was re- 
vamped. within si ‘months, The sincerest 

















apiece contesting second place behind 
William Wilberforce, who himself, no 
millionaire, had spent £28,000. 

Why? Henry Lascelles, in Yorkshire, 
might well complain that he wished his 
father would give him the money rather 
than the seat (in the event, he got nei- 
ther). Mr Thorne is valuably informative 
about the work and procedures of what 


must, indeed, have been the best, if least 


comfortable, club in London; he could 
usefully have discussed why—despite all 
the opportunities it offered—anybody 
thought such CA RORGINE entrance fees 
worth paying. 

The deepest divisions in. the Commons 
in the period (and long after) were pro- 
duced not by the conduct of the war 
against Napoleon. but by the union with 
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ist, “Touch” started up (also 
print run of 700 ,000); on November 5th, | 
yet another competitor, “Flash” jumped a 
into the crowded waters. : u^ 
Despite these magazines popularity, 
they are now suffering one of the period- 
ic outbursts of indignation against sensa- 
tionalism, lapses of taste and low jour- 
nalistic standards. The daily newspapers 
deride them for gossip-mongering. A 
new book, “‘Focus, Friday no Aidokusha 
ni Okura Hon" (A Book Dedicated to 
the Readers of Friday and Focus), con- 
tains 50 essays by shocked authors, who 
include a former "Focus" photographer. 
On the.day “Touch” was launched, 
the Ministry of Justice ticked off “‘Fri- 
day" for carrying a picture of à woman 
described as the prospective second wife 
of a recently divorced novelist, Mr Hi- 
sahi Inoue. The ministry said the wom- 
an’s privacy had been infringed. It 
warned the weekly not to publish photo- 
graphs of ordinary citizens without justi- 
fication, reason or prior permission. 
This is not the first such run-in. Last 
year, “Focus” was ticked off by the 
Ministry of Justice for printing a picture 
of.a 16-year-old boy charged with killing 
his parents, contrary to rules which for- 
bid disclosing the identity of minors in a 
criminal case. In 1983, the same maga- 
zine ignored a court instruction not to 
publish a picture of a former prime 
minister, Mr Kakuei Tanaka, taken dur- 
ing his trial on bribery charges. Official 
tempers keep rising; circulations do, too. 





men might be, but their presence brought 
to the fore the issue of Catholic relief. 
“No Popery” was the slogan on which the 
general election of 1807 was fought—and 
won. That fateful issue of later days, the 
Irish question, was struggling to be born. 
So were its adjuncts. Orange bigotry 
was well, if not ably, represented by 
Patrick Duigenan, a. member from Ar- 
magh, who once rode the same horse for 
a week from Holyhead to London in 
order to deliver a speech against a mea- 
sure aiding Ireland's Catholic clergy (and, 
arriving a day late, had to be dissuaded 
from delivering it in a debate on Irish 
revenue-men instead). The Irish joke was 
already doing the rounds. Among the 
many Irish MPs ready—for fear of their 
Catholic voters or for nobler motives—to | 
support relief, William Plunket, an Ulster - 
Presbyterian, electrified the House with a 
maiden speech in the Catholic cause. 
onal Abbot P it, with ‘English 
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various food products (fish, fruit, vegetables and grains), 
] and discusses the type. of information needed to determine 
4 M solar drying is feasible and appropriate. Several 
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achieved if the theory of General Jaruzelskis economic 
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be met? This report gives a comprehensive analysis of - 
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1986-90 pian succeeding. 
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What are the results of the recent economic. T 
liberalisation in India? Can it continue and what would 

be the outcome of a sustained commitment to such i 
policies? This report studies these questions, examines > 
the new Five Year Plan and sets out growth projections ' 
to 1990. it includes details of the liberalisatoin Dx 
programme and analyses prospects for key industries. 8 
No.10854. Price incl, postage: UK & Europe £95; North: m 
America US$180; Rest of World £98. M 


Kenya to 1990 
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Kenya is poised to overcome recent economic 
difficulties. Can it reassert its positoin as one of the 
most successful economies in-sub-Saharan Africa? This. -- 
report combines detailed economic analysis withan o.co: 
assessment.of the social and political trends over the c^: 
next five years. It also draws some provocative 
conclusions about the lessons Kenya has to offer for 
World Bank and IMF policy in Africa. 
No, 1052. Price incl, postage: UK & Europe £95; Noith. 
America US $180; Rest of World E98. - 

EP Ltd, 40 Duke St. kondon W1A 1DW. Reg. No. How 
































"NOW GO STRAIGHT TO THE SOURCE FOR 
$37 billion in new business 
opportunities each year from the 


United. Nations, Multilateral Lending 
System...and it's risk free 


DEVELOPMENT BUSINESS 


ice monthly, DEVELOPMENT BUSINESS delivers: 
Complete World Bank tender/procurement notices 

"rn billion in new projects in each issue from the 
multilateral fenders 

w International business intelligence and future trends 

* Project information up to 2 years in advance direct 
from our World Bank offices, UN headquarters in 
New York, the multi-iateral banks, and from the field 

e Monthly and quarterly operational summaries of the 
WORLD BANK, INTER-AMERICAN DEVELOPMENT 
BANK and AFRICAN DEVELOPMENT BANK 

* Access to many valuable subscriber-only services 


Contact: Development Business 
PO. Box 5850, 





























































_ strategy and performance wed 


INVESTMENT BANKING: US. 
COMPETITORS IN EUROPE 


Wiha foreword by David Lascelles, Banking: 
Correspondent of the Financial Times. = -< 
While many houses claim to be investment | 
bankers, Databank's strategy and competi- 
tive business report shows that the marketis - 
in fact dominated by a handful of traditional 
Investment Banks. Of the Commercial 
Banks only two have had any impact. Grand Central Station, 
| Fr ‘Teport three winning strategies il .. . New York, New York 10163-5850 
_| emerge for the future of the industry; ^— | | | snam 
| — offering global services oo identifi- THI "CASH IN ON $37 BILLION IN N iid 

I ies du. bal custome ae | Subscribe now. Mail this completed form to: 

= PO. Box 5850, 
Grand Central Station, 
| New York, New York 10163-5850 

Annual subscription: US $250 (Includes airmail delivery) 
-payable to UN Development Forum by cheque or bank | 
draft in US dollars drawn on a bank located in the USA. F- SE E 
No risk, 30 day, money-back guarantee. | NOE ieu anien KEE A A SERR 
] enter my order 1011. subscriptions. : 
. 13 payment enclosed Ll bii me | 

















































| Please send: 
C1 The Lebanon Conflict No. 1067 
| © Poland to the. 1990s No. 1061 
| C] india.to 1990 No. 1054 
Ql Kenya to 1990 No.1052 
. Ci Full details of the current range of EIU publications 


O Fenciose. payment of PUSS nes iae sss enda pilasi A 

























_ local | 















Name........ 







-F | Company 





BOOKS AND ARTS 
detail. This book is part—the sixth so far 
published—of what is above all a work of 
reference, a monumental project of de- 
voted scholarship covering the parlia- 
ments from 1386 to 1832. Mr Thorne’s 
researches will continue—the Treasury 
permitting, as it certainly should—into 
the next century. 

After his opening survey, four of Mr 
Thorne’s five volumes are made up of 


ARTS 


articles about individual constituencies 
and MPs. Some are men that anybody can 
name like Pitt or Wilberforce. Others are 
men like Abbot or Duigenan or the fox- 
hunting Sir Thomas Mostyn, who 
“barked and hallooed, but did not speak 
in the House"—and all the other 2,138 
who over 30 years made that great, un- 
democratic British institution, the House 
of Commons, what it was. 


Why Havel won't travel 


PRAGUE 


Vaclav Havel is Czechoslovakia's best known playwright; his plays are 
performed everywhere but Czechoslovakia 


Vaclav Havel could celebrate his SOth 
birthday by going to Rotterdam Cathe- 
dral on November 13th to pick up the 
recently awarded Erasmus prize (for his 
"contribution to European culture"). In- 
stead, Professor Frantisek Janouch, the 
nuclear scientist who defected ten years 
ago and now runs the Charter 77 founda- 
tion in Stockholm, will collect it for him. 
The government would probably have 
given Mr Havel a passport but he fears 
they would then do to him what they have 
done to other writers: Jiri Grusa, a poet, 
was allowed out but could not come back 
and now lives in West Germany; Pavel 
Kohout, a playwright, was given permis- 
sion to spend a year at the Burgtheater in 


Vienna but was then barred from return- 
ing to Prague. 

Mr Havel is determined to prevent this 
happening to him. His work (like that of 
other Czechoslovak writers before him) is 
based on the bureaucratic mazes, the 
absurdities, the abrupt dead-ends of 
Czech life. As more and more writers are 
forced into exile—Milan Kundera now 
lives in Paris; Josef Skvorecky in Cana- 
da—Mr Havel, willy-nilly, is coming to be 
seen as the "spokesman for the nation”. 
He is the last of the literary tyros of the 
Prague spring who are still in Prague (Mr 
Havel wrote his most famous, perhaps 
best, plays—''The Garden Party", "The 
Memorandum’’—in his mid-twenties). 


Jacqueline’s Picassos 


FROM OUR SPAIN CORRESPONDENT 


Pablo Picasso’s widow Jacqueline had 
planned to mark October 25th, the 105th 
anniversary of her husband's birth, in à 
special way. Ten days before, at 1.30 in 
the morning, she had telephoned the 
director of Spain's Museum of Contem- 
porary Art, Mr Aurelio Torrente, to tell 
him that she wished to give the museum 
61 paintings and sculptures by Picasso 
which she had chosen from her private 
collection for an exhibition in Madrid; 
she said she would make the donation 
public when she opened the exhibition 


on the 25th with Queen Sofia, and rang 


off. Shortly afterwards, she committed 
suicide, ending the 13 years of loneliness 
that had followed her husband's death. 
Mrs Picasso first spoke to Mr Torrente 
about the donation on October 11th. She 
told several other people about it, too, 
so Mr Torrente says that he hopes her 
heirs will respect her reported wish, even 


if she did not put it down in writing. If 


they do so, the Spanish government will 
try to persuade the French authorities to 


spare the collection chosen for Madrid 
(Mrs Picasso was a French citizen) when 
they take their pick of her Picassos in lieu 
of inheritance duties. 

If the paintings remain at the museum, 
they would complete Picasso's posthu- 
mous reconciliation with the country of 
his birth, to which he never returned 
after the 1936-39 civil war. His love-hate 
relationship with Spain flows like an 
undercurrent through his work and is 
harrowingly expressed in “Guernica”, 
inspired by the bombing in 1937 of a 
small Basque town. Picasso gave that 
painting to the Spanish people but he 
entrusted it to New York’s Museum of 
Modern Art for as long as Franco's 
dictatorship survived. Franco died in 
1975, two years after Picasso, and the 
painting was sent to Madrid in 1981. 

Mrs Picasso described the paintings 
which have gone on show in Madrid as a 
selection of those which meant most to 
her husband and to herself. They include 
several of his portraits of her, whose 
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Mr Havel has served two prison sen- 
tences: a brief spell in 1977 and a four- 
and-a-half year sentence in 1979 (from 
which he was released eight months early 
suffering from double pneumonia). But 
not for his writing. Mr Havel was jailed 
because he was one of the authors of 
Charter 77, and was arrested in January 
1977 on his way to the post office to mail 
protests to the government. 

Yet Mr Havel does not think of himself 
as a political dramatist. Like many 
Czechoslovak writers, he dislikes being 
labelled a dissident. He is not a commu- 
nist dissenting from the party. He merely 
asserts moral and ethical values. In his 
most recent play, “Temptation”, Fistula 
(a devilish figure) says to the scientist, Dr 
Foustka: “Truth is not merely what we 
are thinking, but also why, to whom and 
under what circumstances." 

Since 1968, the work of hundreds of 
writers, poets, and playwrights has been 
banned—a problem especially acute for 
playwrights. “I try to imagine the stage," 
says Mr Havel. In Tokyo, in Israel, in 
Vienna, on Broadway and last month in 
Bristol, his plays get the stagings they 
deserve. In Czechoslovakia, his works are 
read only in samizdat books. 

Mr Havel knows that whatever he 
writes will be performed throughout the 
world. And he receives his royalties. If he 
chose to defect, his talent and his royal- 
ties would travel with him. If Mr Dubcek 
had not been overthrown, Mr Havel 
could have risked going abroad. For now 
(and maybe forever) he must choose to 
stay in Czechoslovakia. 


Picasso's Jacqueline 


large dark eyes haunt the exhibition. In 
return she wanted a small gift: a Spanish 
passport. The government says it would 
have been happy to give her one, but she 
never came to collect it. 
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| GRADUATE SCHOOL OF MANAGEMENT || 


THE ADVANCED 


EXECUTIVE PROGRAM 
PROGRAM DIRECTOR: WILLIAM G. OUCHI 
JULY 12-24, 1987 


The Graduate School of Management at UCLA presents a two- 
week residential program for executives having major responsibil- 


 ities for initiating strategies for a major business unit or corpora- 
~ tion. The program, featuring an internationally. distinguished 


faculty, consists of four integrated components; 

W Analyzing and formulating a competitive strategy | 

W Designing an effective organisation that is consistent with its 
strategy - NON 

W Implementing strategy in the functional areas of the organisa- 
tion with emphasis on finance, marketing, and manufacturing 


M Understanding forces external to the organisation that bear on 


its strategic direction 
For further information please contact: 
Dr Victor Tabbush, Associate Dean, 
UCLA Graduate School of Management, 
Los Angeles, California 90024 
(213) 825-2001. 
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E ENJOY LEARNING FRENCH E 


Whether you need French for business purposes or to get the most 


, Outof your holidays abroad, living the language is the only way to 


learn it properly. P PUT pure 

Ceran is a chateau in the beautiful countryside of the Belgian 
Ardennes, near the town of Spa, where you live and learn in French. 
Small groups and private lessons; plus language laboratory, with . 


tailor-made programmes for individual needs, ensure real progress. 
., We provide good accommodation, good food, good company, good 


and enjoy yourself, 


X. We teach embassies and companies, EEC and SHAPE, groups and — 
. individuals. And there are special terms if you bring the family. 

-. For complete documentation, cut out and send this coupon. 
laminterestedincoursesfor: " 7. 7 0 o egou x 


. Adults (Young People 


180, Avenue du Chateau, Nivezé, B-4880 Spa. 
‘Belgium, Tel. 010-32-87-773916. Telex 49650. 


ex 4 


_ facilities for sports and exercise - and good teachers. Come and Bi 


Please call or write for more information on: 


. STANFORD FINANCIAL 
SEMINAR FOR 
_ NON-FINANCIAL 
MANAGERS 
April 21-23 and 
November 10—12, 1987 
STANFORD PROGRAM ON 
MANAGING INNOVATION 
STANFORD ENGINEERING 
EXECUTIVE PROGRAM 
June 22-July 2, 1987 
STANFORD PROGRAM IN 
THE HUMANITIES 
: July 5—17, 1987 
STANFORD ADVANCED 
MANAGEMENT COLLEGE 
September 20-25, 1987 

STANFORD PROGRAM ON 

MARKET STRATEGY FOR 

TECHNOLOGY-BASED 
October 14-16, 1987 
For more information, please contact: 
—. « Marian Adams 
Director of Continuing Education 
Stanford Alumni Association 
J. Bowman Alumni House 
Stanford, CA 94305-4005, U.S.A. 
(415) 723-2027/2021 
Telex 4931146 SAA U1 
These programs are open to all qualified 
| applicants. A degree from Stanford University is 


- HO red for admission, > 
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A a qualified international basue ür: professional 
. person, you can now earn a recognized American university 
degree without leaving your own country. The. University of 
Beverly. Hills is now accepting applications. for its non- 
| residential Degree. Program. 

^ This prestigious program pives you the. opportunity 4o. 
apply your work experience and/or college credits toward. 
your first degree or a higher one entirely through non- 


Unive rsi of A’ residential study. The result is a California State authorized 
| = : qp university degree. 
| At your own convenience, you can earn a d 


California, Berkeley | | | ; bids 's, Master's or Doctorate Degree in à significantly 


shortened time: 


Hf you can benefit from the greater status, extra income 
and dignity that only a degree from an esteemed university 
can provide, write or call today for the full details. Send 
- resume, if available. 


AN requests, correspondence, studies must be in English. 


UNIVERSITY of BEVERLY HILLS 


DEAN OF STUDENTS. Rogm 95. — 


465 South Beverly: Drive; Beverly Hills. California 80212 USA. 
PHONE. 213-556-0190 








Send deed isum on work He and academic experience for a no 
cost evaluation, 
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600 N Teea Biva, Los Ananos, California se i 197-U8A 
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Competitive Marketing Strategies 
January 11-16, 1987 | 
August 9-14, 1987 


Corporate Finance and Strategy 
May 31-June 5, 1987 " | 


Financial Decision Making 


for Public Utilities 
June 14-26, 1987 


Advanced Management Program 
for Caribbean Managers 
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July 6- 24, 1987, Kingston, Jamaica California 
Management Development . ‘Graduate. EE RN. 
July 26-51, 1987 pU | School of a | 
Competitive Marketing. Business Development 
of Services 


July 26-31, 1987 Administration. 





Management Development for 


Engineers and Scientists in Asia 
August 2-14, 1987, Bangkok, Thailand 


Business 


Administration _ 


. Management Development for 


Engineers and Scientists 
| september 17- 725, 1987 D 


October 4 4 30, iu 


For reservations and further. information: 7 
Dr. David H Downes ` á 
` Director, Executive Education. 
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BA DEGREES in Management, Computer Studies and 
international Studies. Program in Hotel Administration, 
MA DEGREE in International Relations. ..——— 


© MBA and MA DEGREES 
Management, Marketing, C 


International Business and Economics. 


Next 8-week term 


Day and Evening Classes. 


Dr. Robert D. Brooks, D 






HOME STUDY COURSE in econom- 


ics. A 10-lesson study that will throw f 


light-on today's baffling problems. Tu- 
ition free—small charge for materials, 


Write Henry George institute, 5 E 44th | 


St, New York, NY 10017, USA, 








The intensive way and in real im- 

meorsion, This means living in one of 
-fhe most picturesque regions. of 
France and really becoming fluent 

: vacation and learning plan. 

| Cultural programme in Paris, Win- 

ter programme on the French Rivi-- 
«era. State age, goal level and time | 
available, 

The French and American Study 
- Center, BP 176, LISIEUX 14104 Ce- 
 dex-—FRANCE. Tel: 31.31.22.01. 
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Looking for 
an off-campus 
campus? 


Adult Degree Program (B. A.) 
* Based on your personal and] 
career goals « Weekend and 9-day 
Tesidency options * Z3 years of 
teachingadults.. = o o s 
-, The Graduate Program (M.A.) 
* No campus residency required» 
Design your own degree program in 
consultation with our faculty: *^12- 
18 month enrollment. i 
Vermont College 
of Norwich University 
Box 199. Montpelier, VT 05602 
|t dBO2229-0522 
Accredited = Financial Aid Available 
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Vanuatu 


Vanuatu is a group of islands lying 
around 1,000 miles east of Australia and 
600 miles west of Fiji Formerly known 
as the New Hebrides, the islands became 
independent in 1980 as the Republic 
of Vanuatu ^ | 

Currently the islands Statistical Office - 
is seeking a Survey Statistician to take on 
a wide range of responsibilities. These will 
include the designing and execution of 
Statistical Surveys, preparing reports and 
interpreting results and advising on the 
statistical aspects of all survey work 
carried out by other government 
departments. Projects include a survey 
of plantations; follow up surveys to the 
Agricultural Census and the major task of 
assisting with preparation of the proposed 
1989 full Population Census of Vanuatu. 

Aged 25-40, a degree or post graduate 
qualification in statistics or equivalent is : 
essential as is at least three years practical 
experience of statistical work and the 
design and running of Statistical Surveys. 

The appointment is on contract to the 
Government of Vanuatu for a period of two 
years. Local salary is in the range Vatus 
194,300-1,089200 pa, plus a tax free 
supplement, payable by ODA, in the range 
£11,172 to £14,604 pa. A terminal gratuity 
of 25% of local salary is also payable. 
Other benefits normally include free 
passages, children’s education allowances 
and subsidised accommodation. 

Exchange rate as at August 1986 - 
£1 stg. 145.90 Vatus. . 
please apply, stating post concerned, _ 
. AH3G9/RA/TE, and giving 
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UK assistance of around £35 million is — 
to be provided under the third Bangladesh 
World Bank Population and Family Health 
Care Project to sustain Non-Covernment 
Organisations involvement in population 
and primary health care. This support will 
cover maternal and child health/family 
planning, contraception, population and 
family life programmes, training and 
women's programmes. l 

The Non-Government Organisations 
Co-ordinator will liaise with the Ministry 
of Health & Family Planning and NGOs — 
to create awareness of the scope and 
possibilities for support of NGO activities. 
Duties will include appraising and 
approving submissions for UK support; 
monitoring and evaluating activities; 
establishing accounting and financial 
management procedures and providing 
technical assistance with the design and 
preparation of submissions for support. 
The establishing of links with the World 
Bank project office, USAID and other major 
donors will be of particular importance. 

Applicants should be British citizens 
who preferably have a degree in a social 
science or health discipline and have 
experience in the design, planning, _ 
management, monitoring and evaluation 
of NGO Population and Primary Health 
Care activities in developing countries. 

The appointment is on contract to. ODA, on 
loan to the Government of Bangladesh, for a 
period of two years. Salary (UK taxable) will 
be commensurate with qualifications and 
experience and will include an element in 
lieu of superannuation. A tax free Foreign 
Service Allowance, currently in the range 
£1,450 to £3295 pa, is also payable. 

The post is wholly financed by the 
British Government under Britain's 
programme of Aid to the developing 
countries. Other benefits normally include 
paid leave, free family passages, children's - 
. education allowances, free accommodation 
and medical attention. | 

For further details and application fom, . 
please apply, quoting ref. AH369/RA/TE, » 


stating post concerned, and giving details : : 


of age, qualifications and experience to: 
Appointments Officer, Overseas - 
Development Administration, Room 61, 
| Abercrombie House, Fagiesham d ded 
KILBRIDE, Glasgow G | 





e m tain helping nations to ohelp: 


: f I the Chief Economic Adviser. They work on: 









The Trea i looking for se well-guallRied and. kikise: economists to work on | 
macroeconomic issues. appointisiente will be for one year and can be made | 
| permanent. The successful candidates will probably be in their 20s or 30s. | 


I There are 50 macroeconomists in the Treasury working under Sir Terence Burns, - 









— the analysis of macroeconomic and financiaf policies 










-— the assessment and analysis of current developments i in the economy 
— modelling and forecasting the world and UK economies 





— the public presentation of policy 










— briefing Ministers on all these issues. 



















We are looking for knowledge of macroeconomics, “experience of applied 
econometrics, and good ability to communicate. 


Salary will be according to age and experience, usually within the range £11,500 
to £20,000 a year, 


Further details are available from Tony Bottrill, HM Treasury, Parliament Street, | 
London SW1P 3AG (01-233 8525). Applications, together with a cv and names 
of referees should be sent to John Dixon by November 21. | 





















Financíal Advisers 
for Overseas 
Governments 


Crown Agents Financial Advisory Service (CAFAS) is 
seeking experienced Financial Advisers to undertake 
complex advisory assignments in Ministries of Finance, 
Central Banks and other public sector entities in developing 
~ countries. They should have extensive experience in one or 
. more of the following areas:- 


* development of specialised financial institutions and 
domestic capital and financial markets in developing 
countries; government policies to foster such development; 


* financial control and management of public utilities and 
"Other state enterprises; 


* formulation and implementation of privatisation: 
programmes for state enterprises; 


* central banking practices, including banking abd didi 
supervision, interest rate policies, foreign exchange 
allocation and control; 


* fiscal policy and tax administration, including collection of 
customs and other indirect taxes. 


E Advisory assignments will normally range from a few. i 

- to several months and there may also be some longer-term 

5 possibilities. Advisers will often work with permanent staff of 
-= the Crown Agents as members of multi-disciplinary teams. 

.. Remuneration will be competitive by international 

oe standards. 
-< Send details of experience and updated CV to: 
nadia, Director, CAFAS. 
































































loo iti for a graduate in economics or economic geogr 





economics. The ability to organise, produce and analyse statistical data is 












RogerTym 
Partners 
ECONOMISTS/PLANNERS 


Roger Tym and Partners (RTP), development economists and planners, are seeking 

itional staff. RTP is one of the leading firms specialising in development economics 
and has major public and private clients in the UK and overseas. In recent years the 
practice has expanded steady in orderto meet the challenge of major new projects. We 
need junior/middle level staff with a background in economics and planning, 


The work is varied and interesting: it will entail travel in the UK and possibly overseas. We 
are looking for candidates aged 24-32 who can show proven ability in analytic techniques 
applicable to urban development and planning; experience’ of statutory planning, 
development feasibility and implementationor urban economic research will be helpful, 
A flexible work approach is required and an- ability to complete assignments to tight 
deadlines. Please send a full C. V. to the Partnership Secretary, Roger Tym and 

. Partners, 25 Craven Street, LONDON WC2N SNA, j 



























































DEPARTMENT OF HEALTH AND SOCIAL SECURITY 
ECONOMIC ADVISERS 


. TWO OR THREE ECONOMISTS are required in London 
_ to provide an essential input to major areas of the 
Department's responsibilities. | 
POST 1 is respon for assisting with the foreceating 
of SOCIAL SECURITY expenditures (running at £4 
billion per annum) and for advising on the costing and 
appraisal of alternative policy options in. the: social 
security programme. | 
POSTS 2 AND 3 are responsible for providing econom- 
ic advice on NHS expenditure and on the financial 
aspects of the Government's HEALTH AND PERSON- 
AL SOCIAL SERVICE policies. One post could be 
concerned with the current major review of RAWP. 


Applicants for these posts should have a good degree in 
economics and several years relevant experience. An 

interest in policy analysis and public finance issues (or for 
. Post 1, labour markets) would be desirable. 


[| Salary scale: £15,783-£20,930, including Inner London - 
| Weighting of £1,465. - : 
§ Applicants with more limited experience could be consid- 















E ered for a more junior grade with a salary scale of — 
§ £11,608-£14,125 including inner London Weighting of — 









| | Appointments wil be for one year and can be made — 
§ Permanent. ' i 








« 


[| on 01-703 6380, ext 4345 


















HUNTING TECHNICAL SERVICES Limited is a 
leading intemational consulting firm involved in 
natural resource assessment and the planning, 
implementation and management of agricultural _ 
development overseas. To fill current and prospective 
vacancies for overseas projects the Company invites 
applications from candidates with skills in the 
following fields: 


- Agricultural Project Management 

- Agricultural and Project Economics 

- Project Monitoring and Evaluation 

-Irigated and Dryland ee Agronomy 

-Farming Systems Research —— 

- Project Accounting and Financial Control 
suitable candidates would be considered for 
permanent employment and should have a degree 
or equivalent professional qualification and at least 
four year's releyant experience in developing 
countries. Please apply with CV to: 


t | . . PersonnelManager | 
QL | HUNTING SURVEYS & CONSULTANTS LTD . 


Elstree Way, Borehamwood, Herts WD6 1SB. 


PUBLICATION - 





International Travel and Tourism: 


A $500 Billion Megamarket 


To compete for your share of the market, | 


you need to be informed with 
TRAVEL & TOURISM ANALYST - 


Travel & Tourism Analyst: a unique new source of business information on the 
international travel and tourism industr 


(nai cine mA: ME a eiin 






[ For further details contact Douglas Todd (for Post 1) on ff |; 2!smlsessteaue fr 
§ 01-703 6380, ext 4357 or Jeremy Hurst (for Posts 2 or 3) x 


M 
















y and its markets, providing essential analysis for - 
ali those planning investment and strategy around the world, Each month Travel & — 
Tourism Analyst contains four researched industry reports. Regular studies include: 


b Outbound studies of the major generating markets; where they travel and why. 

b Analyses of hotel and airline developments in world regions. _ 

> Long haul market studies. How these destinations survive the global 
competition. : 

For example future studies include: UK outbound; Hotel branding in à mature market 

place; South East Asian airlines; Theme parks in the USA; Long haul travel Asia to . 

Europe; Travel retailing in West Germany; Selling business travel in the USA. 


] £1,465. The Eo 











re Department of Statistics. | 11. 
-| Faculty of Economics and Commerce | | | 
-f -When this post was advertised | | |: 
-in the Economist on 23 August | | | 
a typographical error led to the | || 
Closing date for applications . 
appearing as 26 December in-.. 
stead of 26 September. Any- 
one who was intending to ap- 
ply but has not yet done. so 
should contact Professor R. D. 
: Terrell by telex (AA62760 NA- | 
TUNIV), Fax (062-48 9062) or 
telephone (062-49 3596) im- 
mediately. 































































Tufts University seeks a senior person to serve as- 
aLivestock Policy Advisor (LPA) to the Ministry of 
Animal Resources of the Republic of Niger and 
act as Chief of Party for a three-person technical 
-assistance team. Located in the Directorate of 

Studies and Programming in Niamey, the LPA will 

advise the Director on matters related to the 
-development of livestock sector policy and the 

elaboration of a pastoral code. The LPA will col- 
laborate with Nigerien field staff in design and | | 
implementation of a management plan for 2 Victoria University. 
pastures and water pois and will advise on the FarkasternEconomie of Wellington 
collection and analysis of animal production and | New Zablsnd 


marketing data. cuts T | 
Requires doctoral degree in Economics. E ARMEN pig 
Agricultural Economics, Regional Planning, | following lecturership to be taken up 
: Sociology, Veterinary Medicine, Range Science early in 987 
orother relevant discipline. Minimum 10 years of | 
professional experience including 5 years’ ex- FIXED TERM LECTURESHIP IN 
- perience in West Africa, fluent French and some ECONOMICHISTORY = 
experience with pastoral livestock systems. Professor G. R. Hawke has been sec- 
onded to be Director of the University's 


Send CV and list of three references by December T | 
. 15,1986 to Dr. J. Dirck Stryker, Campus Coordinator, - institute of .Poley Studies for "three 
. Niger Integrated Live- years, extendable by mutual agree- 
stock Production Project, ment to five years. The lectureship is 
108 Bromfield Road, Tufts therefore available initially for three 
University, Medford, MA years from 1 February 1987.. ..—.- 
02155. An Affirmative Ac- in Economic : History; the University 
tion/Equal Opportunity offers undergraduate courses in The 
- Employer... Development ‘of the Modern. intema- 
Pa E ee tional Economy from 1850, Modern 
m European Economic History, New Zea- 
land: Economic. History, Comparative 
Economic Development from about 
1860 with Special Reference to the 
USA and Russia, and Modern British 
Economic History, Applicants should 
indicate how. they could contribute. to 
this programme; There are also oppor- 
tunities to teach at the fourth-year Hon- 
ours level and to supervise research. A 
suitably qualified appointee would be 
able to teach some Economics. 
Enquiries may be made to Professor G. 
R. Hawke, Economics Department. - 
Salaries: Salary scale $NZ30,500- 
$NZ35,000 per annum. | 


"Applications: Applications, including & 
full curriculum vitae, should be forward- 
ed to the Administrative Assistant (Ap- 
pointments), Personnel Office, Victoria 
University of Wellington, Private Bag 
Wellington, New Zealand (telephone 
721 000) to arrive by the closing date: 
i5Decemberi1986. > | 
Applicants should arrange for three 
| confidential references to be sent di- 
rectly to the same address by the same 
date. The names and addresses of the 


referees should also be included in the 


research experience, $25,000/yr. 40 hrs/ 
wk vei 


‘Job Order #1285813, Contact Elleen 
Breitweiser, Madison Job Service Of- - 
‘fice, 206 N. Broom St., Madison, WI 
53703. (608) 266-0909... 




























FINANCIAL 
JOURNALIST 
The. Far Eastern Economic 
Review is looking for an experi- 
enced financial journalist to be 


based in Hongkong with a brief 
covering East Asian markets. 













































"The successful applicant must 
havea Rene oe dci: penetrat- 
ing analysis and be to write 
MEDFORD E crisply on corporate and banking 
SOMERVILLE Jaume topics. - 

wer ck UO O Applications to the Editor, GPO 
Box 160 Hongkong. 


UNIVERSITY. 









































; ONOURS — 
| GRADUATES 


- Economics — Analysis, Forecasting and Responsibility | 





The work of the Government Economic Service — with a major element in economics. 
includes macro-economic analysis and. ^* Cadet Economists = you must be a first or 
. forecasting on issues of monetary and fiscal — ^ second class honours graduate with a real 

policy: control of efficiency of public - .  . .jnterestin economies. —— — 

ums erices UST : ux ir. S eati Q i AES DE CES NELLE id aud : 

d re erede. Feuer dees anda apelin fm 
' You can look forward to interesting workof © . tø Civil Service Commission, Alene on Link, 
| considerable responsibility and goodprospects ^ Basingstoke, Hants RG21 1B, or telephone 

of career advancement, | ^ .— Basingstoke (0256) 468551 (answering service 

Vacancies in London, Sheffield and Edinburgh. ^^ operates outside office hours). ! 

Senior and Economic Assistants — you must — Please quote refG/621. 

have, orobtain in 1987, a first or second class — The Civil Service is anequalopportunity — 


degree or equivalent or higher qualification. ^ employer 





ion available from the 
|, Association of 













ended to take 


commitment. 


AFRICA LOW COST Flight spatinliste 

African World Travel Services, 01-734 
7181, 734 7182, 5th Floor, Radnor 
House, 93 Regent St, London W1. 








PROFESSIONALLY prepared curri- 
cula vitae by T & L Services, 5A London 
Road, Enfield, Middx, UK. Tel: 01-367 
5715. 





DON'T BUY an air ticket until you have 
contacted us (specially USA/Canada). 
Sage Tvi, 01-444 8554/7202. Telex 
266045 © 








ZURICH-ZURICH-ZURICH 
BAHNHOFSTRASSE 52 


YOUR OFFICE AWAY FROM HOME 
@ Office/Management Services 
@ Company Formations 
@ How to do business in/or/ 

FROM SWITZERLAND 

Business Services Consult Corp 

Bahnhofstrasse 52, CH-8022 Zurich 
Tek: 04/211 92 Q7, The 813 062 BSIC 


US IMMIGRATION 


Obtain both US residency and excellent financial 
ing through US investments, 
‘Gfessional 


eploymen. etc MAT S 
ANDE BY LICENS DUS ATTORNEY. Visit- 
p Londo London (Cumberland Hotel), Dec. 1-4: Dublin 

ey Der 5-7; Paris (Hotel Interconti- 
eai Dec. 8-9: Asia Dec. 10-21. 


ida it pe contact: 


70302, Ear Galagher Mom (USA). Tele: 


901-951-9616. 



























HOW TO OWN A RANCH 
-FOR LOVE AND MONEY 

ranch property for 
the: MM investor. For brochure write 
}. pat JORNSON, 701 NIA 98616" 
TELEPBONE (916) 758-8769 


















LAKE GENEVA/MOUNTAINS 
Fine selection of apartments and chalets 
available with authorisation for foreigners. - 
High-standing apartments also available in 





priced. Excellent terms, Visits also on week- 
. ends by appointment. - 
GLOBE PLAN ie 
zi [eden 
ne, Switzerland 












he appropriate professional advice | °° 
before entering into any binding | Pala 





Valle oy and Luga Lugano area. Reasonably | d- 


Tel: LLL Th : 25185 melis c 3 


d Buy your STUDIO, APARTMENT c or CHAL 
Ot in one of these prestigious summer and w 
vannah, VILLARS, LES DIABLERETS, C} 
_from Sfr. 110 '000.- 60% credit 






PANAMANIAN CORPO iA IONS pro- | HIGHLY ACTIVE trading company. i 
vide siete confidentiality an | volved in all facets of internation 
tax liability. We o ler cor npany forma- | trade. interested in expanding in fields 
i | a fast, reliable and | such as agriculture, military. and med 
competitive basis. HL ‘Darlington, | cal equipment, processed food et 
POB 1327, Panama 9a, Panama: Tel- | Please contact Mr Adry Jacob GM 
ex: 3121 KENKA PG. Tel: 23-0834 or | L.M. Adir Yzemach Ltd, PO Box 7735 
23-4819 (evenings 29-6779). | Ramat Gan 52176 Israel. Tele: 

— 341730 LM. M 


POTENTIAL. SHE L Ui T for. 




































CAPITAL CVs | ‘prepare. or ‘aly 
curricula vitae. Tel: 01-607 7905 for 
€ 












APPOINTMENTS 

WANTED 
SALES EXECUTIVE, Indian, six years’ 
experience, seeks challenging assign-. 
ment Asia/Overseas. Contact: Box _ 
3508, c/o The Economist Newspaper, 


25 St James's Street, London SWIA 
1HG. E 


IMMIGRATE 













USA rr m nen ete, E Trekking holidays in india Ad 
BS Vadut Ltd, 3Elim Grove 
Bowness-on-Wi 


ndermere 
Cumbria LA23 2JN. Tet: 09662 5445 













Further details Box 155. Lon- 
don win avy. "Tiepa: Q) (1) 262 azs. telex 


HANDWRITING ANALYSIS 
Sunn beau ets Examiner of Forged/ 


Also oe os Assessment. 









































POLITICAL ANALYST, 30, experience s 






ECONOMIST 


























P. Lavell British and international ied media- à 

9 Village Close, Londen NW3.5AH. For information about tion and negotiation specialist seeks. 
Tel: 01-794 6060. challenging. and responsible position. 
classified advertising Box No 3507, The Economist Newspa: 














































SWISS HANDLING OF anu 
INTERNATIONAL INTERNATIONAL 
TRANSACTIONS 28 St James's Street ECONOMIC ANALYST _ 

Telephone: 01-839 7000 
Telex: 24344 ECON G 












or 
Margaret Medlock 
The Economist Newspaper Ltd. 
10 Rockefeller Plaza” 
New York, NY 10020 
Telephone: 212.541.5730 
Telex: 148393 

















The University of 
Manchester 
SENIOR FELLOWSHIPS 

Applications are invited for SIMON RE- 
SEARCH FELLOWSHIPS in any of the 
Social Sciences, including Law and 
Education, tenable during the academ- 
ic session 1987/88. Stipends normally: 


DEVELOPMENT | | 15, ee 25020215700 pe 
s ç OU G HT search Fellowships) or £14,870- 


£18,625 per annum (under review) (Si- 










ECONOMIC IMPACTS 
OF NATIONAL DEFENSE. 


is the n ect of a new research effort in a NS 
Carni glon University Program on nigra: | - 
tional 908 and Security, Suppor is available for | 
ong or more qualified post doctoral or advanced Eoo 
doctoral students, Se gorge pen ails ug ae 
tional 


ae I 
Prof. Lester Lave, GSIA, cA ^r Mellon Uni- 1. 
yenit. ty, Pittsburgh, PA 15213. Tel: 412+268- | - 


HOUSE. SWAP: Wash. DC. Deluxe 
twnhse, 3 bdrm/study (Capitol Hill) for 
like in London (W.End, Hampstd.) Avail 
Jan 87.1 yr min; edd 546-7179/PO 
Box 15549, Wash DC 20003. 













































THE UNIVERSITY OF MANCHESTER 


























Owners of South Pacific atoll of 1,600 | | ^o^ Senior e gears acis MANCHESTER BUSINESS SCHOOL 
| acres seek proposals for development ue gaa eee eee 
MUR AE rM DM Applications are invited for HALLS- f- Len 
| international airport. A 60-year lease | | WORTH FELLOWSHIPS in advanced | | „FELLOWSHIP IN 

is Offered and favourable consider- work in the field of Political Economy | |- ARKETING 

ation would be given to proposals (including Public administration). Sti- f 


making provision for owner participa- 
tion in gross turnover and capital gain. 


pends within the range of £8,020- |. ‘i | ! | à AG M dein 
For further detalis contact T. Ar- | EMENT 
Clarkes, 


£22,340 per annum (under review) ac- | 

cording to qualifications — and RE-ADVERTISEMENT 
experience. 

These Fellowships are not awarded for 
postgraduate study and applicants - 
should have experience which will quali- 
fy them to carry outa substantial piece of 

| original research. Enquiries about the 
scope of the Fellowships are welcomed, — 
Further particulars and application 
forms (returnable by December. ist)are | | £8,020 to £12,780 per annum 
obtainable from the Registrar (Academ- | | £12,280 to £15,700 per annum 
ic Staffing), The University, Manchester | | Senior Fellowship £14,870 
_ | M139PL. Please state for which Fellow- | | £18,625 per annum. The app 
‘| ship details are iram s and quote; || ment is intially for a RE of four 
x ret. 247/86/E. | | | years. 











ae are invited. for Res 





































| The : Ure Manches M13 
| 9PL. Quote Ret. 251/86/EC. Sala 
for the Fellowship within range 













NUMBER E EIGHT | f e 


ury h hoteli in London’ s 




































































$ now. Ta Mi a “| Company formations in Switzerland, Lech- | 
: qd p. benefits Quedan dcs C ns, fo d p otenstein, Panama, ete. it 
excellence i in dot & service | skilled trades, professionals, manage- Lif “Fiduciary and Trustee service 
- Single bedroom £33 plus vat T ment, technical personnel e TIT n A F oP ~Bank Accounts, Bank inoductons 
. Double or Twi win £40 plus vat | For free information about ‘our publica: | | f| " . 4 T --Porttolio Management. - 
za E m tions, write: | For further intormation contact: ch- f 1. | —Administering ali your business. 
is buffet breakfast * col- ard N. Friedman, Esquire, Suite 616, | | | Box ^" 







| EC PO Box df Town Town une E 100 North Biscayne Bivd., Miami, FI | 


i 33132. Tel 1-305-377-0988. 


YGETSERIDGE 


direct dial telephone * 

tea/coffee/chocolate in 
* most rooms with private 
facilities 


rii NUMBER EIGHT, 






Economist Me 
25 st =— 8 seat, La London SWIA 1HG 


















MARGARET = WHITE 






































ror's Gate, Me VOU sending à pvoserion tra 
_ South Kensington Handwriting Analyst : or a contact office 
ne Liechtenstein/Switzerland? 
Telephone 01370 7516 01-661 2445 ORCC | n 
A stall family owned and run hotel close to * Controlling Marketing/Establishing Networks 
s eter betel pervice p povided i ‘ction Harrods. Excellan accommodation--mainly * Industrial Offshore Activities : 

nt - Vocational Guidance - Ques- in suites--from £48 per night plus VAT. i Consulting/Agency Services 
tionned Documents ate English or Continental breakfast to order, 


* Other Management Services on request 














































THE AH analyses are strict confidential and or ie tor 158 aii doe. Londen ELKUCH ves ja CORP | 
EXECUTIVE HOTEL Backapsencetsalsoavatabie. | | | SWX7eD TL 517 DECUS 
57 PONT STREET 
- (CADOGAN SQUARE) 
KNIGHTSBRIDGE 47% profit Refurbishment of 
LONDON SW1X 0BD © ae | nd 
Tel: 01-581 2424 to our mnvestors DATA ANALYSIS SOFTWARE never ean pipe 
. Telex: 9413498 EXECUT G Please contact us for a copy Re-lining of desk tops, Upholstery, Be- 


of the investors’ 1985 Finan- FOR INFORMED BUSINESS Messen tniture. A: ly judi oot: 
cial Statement audited by DECISIONS AVAILABLE ON 
leading international char- | | E IH 0E MANERA SES 
tered accountants, 
We are exchange advisers. | f 0932 232313 & 
Our investors also made prof- 
its in 1982, 1983 and 1984 of 
52%, 41% and 43% 


| Located in London's most 
I prestigious residential area. 
| Only a. short stroll away from 
-Harrods, fashionable Knights- 
Drage shops, and world fam- 
ous Beauchamp Place. 


All rooms with full private facili- 
ties. Colour TV. Direct dial 


s further information, contact: 
— Oe 















Specialists in de: rece of fine tumiture 
for Business Houses. 


Est 1920 LAPADA Members | 















CE € — m c N 




















ively. 
-| phone. Hairdryers. Coffee/Tea respective 
| makers. Substantial buffet Tox Associates Ltd | CURRENCY 
| English breakfast. 282A Fathom Bib, London S010 FORECASTING: 
| Singles: £38 + Vat. Tel: 01-351 9651. Fax: 01-351 9678 | | | STAYING AHEAD FOR SALE 
| Twin/Doubles: £45 + Vat. London New York Chicago ' OF THE GAME 


small US-companies with strong poten- 
tial. Decorative accessories importer 
sales $13M with $900K net profit. Speci- 
ality textile chemicals $23M sales. Pecan 
processing $3M sales. Restaurant equin- 
ment components. $2.5M sales. Meat 
packing modern/small all USDA licens- 
ees. All companies in SE. US. 


Contact: D. Kupper, President, THE 
WASHINGTON GROUP, INC., 1850 Park- 
way Place— Suite. 420, Marietta, GA 
30067 USA. Telex 5106016752 EBC 
MITA. Tel: (404) 423-7640. 






| Currency Confidentiatis a weekly forecasting J 

service for dealers, investors and business i 

i people. It shows you how you and your 

] company Can make a great deal of money out ot i 
Currency fluctuations and movements in 

| interest rates, i 
Every week you will get an overall survey of al I 
iha major currencies — where they are and 
where they are heading; explicit foreign 

i exchange rate and interest rate forecasts as 
well as explicit investment advice. 


i 
i 
Apply now for tree sample copy to Room 520, 1 
| Stonshart Publications Ltd, 57 Mortimer | 
































 EMIGRATE 
TO FLORIDA 










£64, 000 injust5years 






































A Fully audited track A Limited ht SEP ES RR 
record Minimum investment Earn $40,000-100,000 per annum AMC TRUST COMPANY 
BLA ortos id via a business purchase and quali- AND SECRETARIAL 
À Futures managed £5,000 or sterling fy for residence in sunny Florida. SERVICE. 
account programme equivalent _ P nu olivate JOINT ENTERPRISE 
d Pleose send me details on your Investment Programme ECOB/11 11 im business pasient wil | pu domicile ac address i in. athe Canton 
d Neme atc — Accountancy 












= ba — Foundations of corporations (aq) 
—- Real estate | agency - 
Please: ask for our detailed offer 


AMC-Steuerkanziel ur und 
Sekreta 


: Buerogemeinschatt PO t Box 21 
CH-8704 irren si 












_Post Code. 





1 Telephone 












t Computer System Trading Company Ltd. 5-9 Hi 
Cii el 01. 40584949 Telex: 22553 CSI 













B * y chahge at annual rate 












- industrial production GNP/GDP .  fétail sales unemployment % rate 
 8mths oe 3mthst 1year 3mthst 1 year latest year ago 
E34 QET(S -15 -: +07 ©) -20 — f 12(60 3à84(9) ÁX ÀÁ 81 
é M) ma ma x05 4 (6 t 129 (9! 138 
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PRICES AND WAGES Japan’ s 12-month rate of consumer-price inflation rose from 
0.1% in August to 0.496 in September. Australia's inflation rate increased to 8.9% in 
: August—the second fastest rate (after Spain’ S) of the countries in the table. The 
wages of West German workers rose by 4.1% in the year to September, giving a real 
increase of 4.6%. Dutch nominal wages increased by 1.5% during the same period. 
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FOCUS. CARS Today, 370m cars 
‘throng the world's roads-—seven 
times as many as in 1950. There is still 
room for more as more people in 
.| developing countries get rich enough 
.to buy cars. America has the highest 
level of car ownership of any country: 
472 for every 1,000 people. At the o; . 
other extreme, there are 69 per 1,000 5 
in Brazil, 45 in Taiwan and one for à 8 

ü 

ui 


genna per thousand people, 1985 


] Spain 


-| every 10,000 Chinese (not included in 
the chart). The Japanese are less 
| enthusiastic about driving cars than 
_| they are about making them: there are 
| only 231 for every 1,000 people—less [o0 
than half the number in America and . 
| fewer even than in poorer OECD coun- UP 
tries like aoe E 


200 


4 Saudi Arabia 


4 Soviet Union 





world production of wheat could | 2 
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closely into line with forecast consumptior 
in 1991, at 546m tonnes, argues a report 































Unit. Developing countries may not c 
sume much more then than they do now 
except China which could consume 110: 
tonnes, up from 90m in 1985. Russian. 
imports could halve to 11mtonnesoverthe. 
period, and world imports could slump to 
86.5m tonnes from 95m. By 1988 prices — 
could fall below $100 a tonne, the lowest 
since the price boom of 1973, before _ 
possibly rising again in 1989 or 1990. | 
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Ail items 77.1 ZLT *30 451 —— 
Food 83.4 84.3 *51 + 08 
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A — 69.8 70.3 +14 74 
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Sterling index 
Ail items 126.5 127.6 + 43 + 64 
Food. 136.9 138.5 + 64 + 24 
industrial 
All 1146 115.4 +26 + 88 
Niat 130.5 132.3 451 — £137 
Metals 1032 103.4 +08 + 52. 
SDR index 
All iterns 83.5 85.0 * 50 ~~ §4 
Food 90.4 92.2 +72 ~ 90 
industrials 
All 75.7 76.9 +34 -— 36 
Nfat 86.2 88.1 59.144 
Metals 68.2 68.9 415. = 62° 
Gold AN 
$ per oz 411.75 408.50 - 66. 4258 0°: 
Crude oit North Sea Brent dorm 
$ per barrel 13.25 14.30 +04 -485 . 
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Ae ét te niin e MAH m erm taerien manganan tama 


sored b budget balances in the 1559.9 


ee big OECD economies: America's 
ex xternal and fiscal deficits have wid- 
ened together, while in Japan and 
West Germany current-account sur- 
pluses. have risen as budget deficits 
; have shrunk. 
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S Current-account and budget balances 
c] as % of GNP 


United Siale 


Current-account balance 


+ 355. 
































MONEY AND INTEREST RATES The Bank of Japan cut its discount rate by half a 
point to 3.096. The 12-month growth in both measures of Switzerland's money supply 
quickened in August: M1 rose aby 6.0% and the broad measure, M3; by 8. 0%. 


Money supply - “Interest rates% p. a. (Tuesday, except bonds: which are previous Pide 
3 % rise on year ago > Money market ^ Commercial banks © Bond yields =  Bürocunency. ' 
, Budget* balance Narrow Broads ‘Overnight 3months Prime Deposits Gov't Corporate Deposits - Bonds 
(M1) lending 3 months long-term: 3 months = 


Australia, — 4 72 4 93 (9) 1575 1607 1875 1590 1375 1475 1528 1409 


Belgium — 2 71 4 73 8) 540 —. 740 . 975 708 — 765 980 750 ma 
Canada t 58 + 64 (9) 850 850 2975 850  94/ 1056 838 988. 
France. +680 + 49 (7) 719 750 . 945 7.56 814 - E a A81  ——R858 


W.Germany +101 + 91 (9) 540  — 470 — 700 428 645 . 610 456 575 
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NM . 106 + 84(6 14.13 . 1180 ^ 1313 ^ na ^ $1030 908 41038 ma - 
Japan | +85 4 B9 (8 400 443 413  — 213  — 470 575 4606 517 - 
Span — $46.7 *115 (B 1176 1147 1450 ^— 650 1149 1326 1175 na — 
Sweden na _ +10.7 (8 9. o )  B80 à 1150 846 931 1067 . 863 na - 
Switzerland + 60 -+ 80 (8) 40 7.25 ^ 350 ^ 417 ^ 472 3.94482 
UK Co 80 83 (6) T .1100 1200 — 1094 à 1073 1152 1103 1138. 
USA ^; +134 + 87 (9). 594 5.50 7.50 5.45 7.61 8.70 5.94 —. 740 


Other key rates in London 3-mth Treasury Bills 10.696, 7-day interbank 10.8%, clearing banks’ dg notice 4. 4 
Eurodollar rates (Libor): 3 mths 6.0%, 6 mths 6.0%. 


. {M2 exc except pt Australia, Canada, $ Spain, Switzerland, ‘USA, W. “German: _ Japan M2 + CDs, UK KEME Daiiniions "p inter 
rates quoted available on request, Sources: Bank of Bilbao, Chase js Chase Econometrics, Banque de. Commerce 

(Belgium), Nederlandse Credietbank, Credit Lyonnais, Svenska Handelsbanken, ANZ bank, Credit. Suisse fist Boston 

_fales are indicative only and cannot be construed as offers by these banks. . 
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TRADE, EXCHANGE RATES AND RESERVES America’s visible trade deficit seems to be Sarina at last: EPRE 'S 
of $12.6 billion was the lowest for six months, and the 12-month total fell to $168.7 billion. But Japan's and West Germany's | 
surpluses are still setting new records: during the same 12 months, Japan’s surplus rose to $82.7 billion and West Germany o 
$45. 7 billion. The dollar's trade-weighted value. rose by 1.2% during the week, gaining 2. 4% against the yen. . n 
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How fast can 


you grow and still like it 
when you get there? 





It may be heresy to say it, but thoughtful bankers have grown 
disenchanted with pure growth. 

Coming from an institution that ranks number six among 
14,800 U.S. banks-a bank whose assets grew by nearly 10% last 
year—that may sound like a contradiction. But the fact Is, assets 
just aren’t what they used to be. 

When banks made money mainly by borrowing at regulated 
rates and lending for a little more-the bigger you were the more 
you earned. But changing regulations, new competitors for funds 
and clients who now have more direct access to the capital markets 
have changed all that. 

Now banks that grow too fast don't always like what they grow 
into. In fact, too hasty growth can lead to even more sudden 
shrinkage. 

Hence the emphasis on problem solving, financial acumen, 
the flow of capital instead of simply holding loans as assets—and the 
reason banks like Chemical are no longer banking as usual. 

These days loan distributions, Swaps, new strategies in for- 
eign exchange and many other innovative ways of handling capital 
are growing strengths at Chemical. In 1985 we doubled our invest- 


ment banking business. That's the kind of growth we approve of. 


CHMICALBANK 


will like what it grows into. | The bottom line is excellence. 


At Chemical, we think a 





bank that manages its growth 
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Talk is cheap 

The real proof of a bank's strength lies in its 
performance — in the actual deals it puts together. 

At Chase, we've been putting together impressive 
deals for years — from being the first U.S. bank to raise 
a domestic Swiss Franc bond issue, to the recently 
financed power project in the People's Republic of 
China. Fact is, our performance places us among the 





best in the world of investment banking. 

What gives us our edge? It's a combination of 
characteristics no other bank has. 

For starters, there's our sheer size and strength. No 
investment bank (or any other type bank for that matter) 
has both the customer and capital base that Chase does 

Add to that our fully integrated global network. 
This is especially important with today's increasingly 
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SINGAPORE AIRLINES 
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Cor 4itional Sale Agreement 
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and the Metinancing of Certain 
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complex deals involving multi-national participants 
And then 
Pe ple with expertise in all fields, from mt Teers and 


of course, there are the Chase people 


acquisitions, to swaps. trade finance, and electronic 
banking. People capable of working in partnership. with 
their clients and with one another. A network of bankers 
able to work quickly to meet customer needs 


This total global banking capability that integrates 


knowledge and the broadest range of investment 
banking products is what sets Chase apart from other 
financial institutions around the world 

But. without execution, all of that would just be 
talk. If you want real proof of what we can do, just take 
a look at the deals weve put together 

They speak for themselves 
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While speeding you to your destination, 
we know some things should not be hurried. 





A. Cathay Pacific, we know the faster we can get you there, the better shape 
you ll be in when you arrive. 

But we also know the value of those things which should not be hurried. Like selecting 
fine wines to accompany your meals and serving them in the correct way. 

It's part of doing everything possible to achieve our prime objective: helping all our 
passengers arrive in better shape. 

Because we understand the better we perform in the air, the better you ll perform 


when vou arrive. 





Arrive in better shape——— 


The Swire Group PH AEN 
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Otto Lambsdorff bounces back 
in West Germany, even if his 
pary g doesn’ t page 5t 



















Inside jobs 
A few crooked moneymen in 
^tison will help the rest stay — 
traight, page 15. Ivan the“ 
, errible, page 77. Geoffrey the 
Disgraced, page 78. 


Supping with Satans 
The lranians, too, wonder 
where it will all lead, page 29. 
The first time America couldn't 
bring itself to believe Ronald 
Reagan, page 39. 


Opening doors 
To foreign bonds in Japan, 
page 78. For freer capital in 
Europe, page 82. For banks 
and foreigners into Canadian 
broking, page 80. O'Brien's 
letter redrafted, page 82. 


Time against Cory 


Mrs Aquino needs to go for 

emergency repairs, page 17. 

Te death-squads out again, 
ige 28. Her economic mess, 


page 63. 


X=O? 
The algebra of North Korea, 
page 29. 
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Singapore revives 
- A survey, after page 54. 
Little man's win 
President Sarney carries Brazil, 


but will the economy carry 
him?, page 27. 








Kinnock hopes 
To sell non-nuclear defence to 
Americans, page 55, and 
public enterprise to Britons, 
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| Inside adig | 
16 ams: A plague on everyone E 

17 Privatisation: Go for the money 

17 Notime to lose, Mrs Aquino 

18 Poseur Greece 

20 Pay day in Britain's classrooms 

23 Lloyd's of London: A name at risk 
International: The fall that threatens Brazil's new pride 
Philippines; dran; North Korea; Nicaragua; Chad; Britain 
and Argentina; Afghanistan 

American Survey: The administration is called to account; 
Texas; Mario. Cuomo; College education; Family policy; : 
Appalachia; Flood assistance E 
Europe: The meeting Mr Gorbachev still can't get them to; | 
Pravda and us; France; Nuclear-free zones; West Germa- 
ny; Otto Lambsdorff; Spain in Africa; Spain and Cuba, 5s 
Greece; Pollution in Eastern Europe 
Singapore: Lee's legacy. A survey 
Britain: Kinnock defenceless in Washington; Television 
bias; Mi5; Crime; Coal in decline; Arts spending; Labour's | 
economic polic y; Unemployment i 
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Business, finance and science 
61 Business this week i 
63 World Business: Why the Philippines cannot afford to be | 
poor; American oil companies; Norwegian economy; Com- : 
pany stocks; Chinese airlines; London International; Un- | 
employment in Japan; Li Ka-shing; Perfumes; Manage- | - 
ment consultants; American telephones d 
Finance: Wall Street enters the age of the supergrass; 
Insider trading in London; Foreign bonds in Japan; Stag- 
ging in London; Swiss equity warrants; Canadian deregu- 
lation; Toronto Maple Leafs; European capital contrals; 
Bank of England : 
Schools Brief: The high-tech commodity: market in chips : 
Science and technology: Good news from Arcadia for the | 
old; Fragrant molecules; Japanese research; West Ger- ; 
man automation 
Economic and financial indicators: Output, prices, jobs, 
commodities, bourses, interest rates, trade; plus a closer 
look at commodity prices and at capital markets g 
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Books, arts and letters 
91 Books and arts: New York: On the town; Political science; |. 


South Africa; London Film Festival: Venice 
6 Letters 
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Skyway robbery - 


SIR—In a blistering leader and 
cle on airline regulations (No- 
ember Ist), you demonstrate 







dogma > without thinking. 








ther i interpretations. 
As in other industries, mergers 
re disguised bankruptcies trace- 
to overcapacity. The dis- 
> enables shareholders of ac- 
quired . companies to reap 
rewards in excess of asset values, 
and it helps economists ignore 
overcapacity. The American De- 
partments of Justice and Trans- 
ttation would accomplish 
iothing by prohibiting the sales 
of collapsing airlines unless they 
were prepared to do everything 
necessary to keep them in 
- business. 
«Mr Alfred Kahn is not a reli- 
- able witness on airline antitrust 
matters. As a former director of 
New York Air, he is probably 
upset at the decision of its owner 
(Texas Air) to sacrifice its inter- 
ests in favour of strengthening 
another subsidiary, Eastern Air- 
lines. To Mr Kahn, the latter's 
collapse would be preferable. 
-< H, as you report, the airlines 
- lost $1 billion in the first half of 
. 1986, why criticise higher fares? 
- And, if such losses have encour- 
. aged the use of old and inefficient 
aircraft, as you suggest, aren't 
igher fares also needed for 
modernisation? 
You carefully avoid the issue 
«that worries many in America— 
namely, the larger and larger 
fines by the. Federal Aviation 
Administration for wholesale vi- 
Olations by. airlines of safety 
rules. Firms losing money feel 
compelled to cut corners, and 
‘there are no safe corners to cut in 
this business, 
: Contrary to- your report, 
American airlines. are moving 
more towards ‘smaller aircraft 
than jumbo jets—an inefficiency 
inspired by the grossly wasteful 
^ub-spoke operations that force 
passengers to fly.circuitous routes 
and dangerously: congest major 
airports. 




































































regulatory system was the exces- 
sive competition built into it. Tra- 
ditionally huge overcapacity has 
become gargantuan, a pattern 
which is now familiar to all major 








well as the United States. Econo- 





. Wise 


ow economic cultists simply re- 


rican. experience points to 


The real problem bf the old. 


-less real. 


industries in Europe and Japan as dirt cheap.. 


(doesn t fit the. dogma) and like. 
continue . to - 
protectionism. 


Pittsburg, 


Penns prania,  FrepeRIcK Tu AYER 


SIR—Competition “has: brought 





fares in the United States down 
an average of. 2096 in ten years, 
but it is travelle ior desti- 


nations who benefit most. How- 








ever, many of the low-traffic des- 
tinations have. suffered 
reductions T e without 
concurrent fare reductions. 

The airlines’. tacit agreement 
not to mention safety in advertis- 
ing may serve the airline industry 
as a whole, but it should not 
disappear from open debate. The 
American FAA was not slow to 
suspect a connection between ac- 
cident-prone 1985 and lax main- 
tenance. Its recent deviation 
from the usual spot-check. meth- 
od of inspection. has. revealed 
alarming numbers of transgres- 
sions, resulting in. multi-million 
dollar fines for.the majority of 
American airlines. 

The American and European 
situations are far from analagous. 
Airlines in Europe are not only 
separate companies; to. varying 


extents, they are also national - 


representatives, not to be willing- 
ly sacrificed on the. altar of free 
competition. European airlines 
are also encumbered. by interna- 
tional traffic rights and conse- 
quent hefty royalties, currency 
fluctuations, relatively short-dis- 
tance flights, not to mention a 
host of political: issues. Even the 


EEC—vocal im its. criticisms. of 


LATA and in the process of suing a 


number of airlines for their re- ge 
strictive practices—has.. declined 


to take this bull. by the: horns. 
While riddled- with: inequities. 
IATA is at least. fun 
even has some 
for the travell 
on all LATA airline 








Even the’ ant efücient adike (d 


are operating on a narrow or 
even non-existent profit margin. 


Greater efficiency will squeeze a 


little more out of most. airlines. 
There are harmless corners to be 
cut, but the are: neverthe- 
Air ravel: is à fast, 
comfortable and. at present. 
comparatively safe form of trav- 
el—but it will ll probably never be 







Eglisau, NAT oer 
S witzerland | 


condemn ^ai 


ena pests currency y eran : 
losses and, in the process, boosts ^ 








e C ee cfi 













This Me AA interest 


disbursements and: eE 





reported earnings. 

In any event, the forthcoming 
privatisation of BA is likely to 
emerge ina favourable invest- 
ment atmosphere. 


New York S. ALTSCHUL 


SIR— Your comment about "even 
semi-open skies" in Europe af- 
fecting the stockmarket value of 
British Airways should not go 
unchallenged. 

-Eestit be taken to imply that 
British Airways itself favours re- 
striction, or what you describe as 


à token of compromise. may we 


make it clear that the airline 


remains in.the forefront of the 


pro-liberalisation airlines. 

"While the terms of the offer for 
sale are of. course a matter for the 
government, and British Airways 
is under: considerable constraint 


















dtis also worth noting UT the 
dy j a stockbrokers 


to. | the s view: he. 
only way small independents can 

- compete with national flag carri- 

"ers. This is not just assertion, 
‘since we have been demonstrat- 
Ang unpooled competitive ser- 
“vices in Europe for years. — . 


f ment. that the. smal 
must "bend the antitrust rules. to 
survive" does not sit well with 


from ` : 
Gatwick hub. 
IK  "spokes" into Europe. 
bue Crawley, rA 

















years. of. consecu- _ tha t the 
as a itis claim ‘ically 


bsorbed ds the Brits Dm i ] 





that pooling i 





‘We can just about buy 
description of our arrangement 


with Sabena as a "merged ser- 


vice" (strictly it is a "blocked 
space" agreement). In no way is 
it a pool. Revenues are not 
shared and B-Cal and Sabena 
actively.compete. in the Brussels, 
London ånd: American markets 
to fill their proportion of the seats 


and cargo capacity. 


Once satisfactory rights are se- 
cured for the Tokyo run, which is 
planned for April 1987, it will be 
operated by Boeing 747. This was 
always the intention, and the 
DC-10 capacity released from the 
Atlanta route from October 1986 
has been applied to the provision 
of daily non-stops to all points in 
America which B-Cal serves. 
Your deduction was, I am afraid, 
off beam. 

Since B-Cal is undoubtedly the 
leading airline advocate. ofl 
alisation in Europe, your « 

- operators 






our actual strategy, which is to 
open up the system to an extent 
that allows us to gain strength 
the expansion of the 
With © additional 








uA, T. PUGH. 
Caledonian 





35 New Broad Street, London EC2a2M INK 
Tek 015858 3576 Telex BE7374 






A key position calling for — Pt and | contineneial dl capabilities —seope to ARE into. general management within 12 months and 


to the Be ard's of subsidiary companies within 24-36 months. . 


Karrs COMPANY ACCOUNTANT—INTERNATIONAL REAL ESTATE 


£25, 000-£30, 000 




















CENTRAL LONDON 
REAL EST ATE Pp OF MAJOR INTERNATIONAL TRADING GROUP 


This appointment calls for Accountants (CA. ACA, ACCA, or ACMA) aged 26-32 who have acquired at least four years post qualification ex- 
perience preferably with some experience in real estate, and certainly in an organisation utilising modern analytical methods. The 
successful applicant will report to the Director of real estate, and will take financial responsibility tor the group's international real estate 
projects. This will cover project analysis, establishing and supervising project accounting systems, as well as the financial and management 
accounting and treasury functions for the Division. The ability to make a significant contribution to this division's further profitable growth is 
key to the success of this appointment. Initial salary negotiable £29,000-£30,000 + car, non-contributory pension, free life assurance, free 
BUPA, assistance with removal expenses if necessary. RESE in strict confidence under reference CA 123/E to the Managing Director: 


ACCOUNTANCY & LEGAL PROFESSIONS SELECTION LIMITED, 35 NEW BROAD STREET, LONGON EC2M INH. 
TELEPHONE 01-588 3588 OR 01-588 3576. TELEX: 887374. FAX: 01-256 8501. 


International Fund for Agricultural Development 


IFAD (United Nations) located in Rome (Italy) seeks candidates to 
fill the post of 


z EEG EE . 
Project Controller 
incumbent will report to Director, Asia Division, Project Manage- 


ment Department and will be re sponsis for processing of 
~ development projects at all stages of the project cycle including: 


- identification and preparation of projects; 


c participation in project appraisal and arrangements with co- 
operating institutions and/or co-financiers; 


- preparation of loan documents; 

— project monitoring, follow-up and review of supervision reports; 

~+ preparation-of proiect reports for governing body and annual 
programme of work, 


Candidates. should have an advanced University degree in Econom- 


ics, Economic Development, Public Administration, Agricultural 


Economics or Agricultural Science, with 10 to: 15 years’ experience 

. inproject formulation and implementation. ‘Excellent knowledge of 

. English with knowledge of French desirable. EHI to travel 
~extensively, a also to putate counties: Er 


| Depending on. 
annum wil. range | 
dependants and U5$36,283 
pentants. Cost of ing se 









ons, a base salary per 
"Us ve 40.00 A 


: enden. 


; Initial contract is fort two o years. - Dead ine for application is 12 
orit: 1987. T i | 




































T» Commonwealth Secretariat. 


(Commonwealth Fund for Technical Co-operation) _ 


The Technical Assistance Group (mAs), is the in-house consultancy arm of the 
Commonwealth Fund for Technical Co-operation (CFTC). An important part of 
its economic. work is the provision of advisory services to Commonwealth 
developing countries on external debt management, covering both. institutional 
matters and policy issues including the evaluation of loan offers, re-scheduling 
and re-financing. In support of this work, TAG has developed a computer system, 
CS-DRMS, designed to run. on a PC, using: the data-base management system, 
Informix. Already installed in six countries, this system is eventually expected to 


be used by at least half the Commonwealth's 49 members. Consolidating the 
system and maintaining a satisfactory level of support services are priorities, 


A Chief Project Officer is sought to provide mariagerial and technical sean 

for a system development team, made up of in-house systema analysts and 
external systems consultants, working. in close co-operation with the Group's — 
economists who lead project missions and manage training programmes. 
Applicants. should. have stron Tiu 



















nagement and personal communication skills, 
stem development management and a degree 
jua nce. They should be willing to 

é ffec rely i ina multi-cultural environment. 

ll three years. Salary range 320,056-822,180 per 
hc ne fax and NI Applicants, who must be 
A i citizens, ns, should send c.v. with names and addresses of three 
referees, by 5 e 1987 ü Hs 








itment Section 
imonwealth Secretariat 

h He Pall Mall, London SW1Y 5HX 
lephone nm 3411 Ext. 8143 






















raeli authorities acknowledged 







vas in their custody. Wrong. Is- 
rael didn't admit that until No- 
vember 9th. 

o Yousay that Mr Vanunu's pic- 







ly printed photographs of palm- 
fringed structures" which look 
like a nuclear installation. Wrong 
again. His most telling pictures 
were taken inside Dimona and 
nuclear experts on both sides of 
| the Atlantic confirmed to us they 
were what he said: part of a 
plutonium . extraction. process. 
..You also. wrote that "Vanunu 
had a fat cheque waiting for him 
"at the Sunday Times.” No such 
. cheque existed. Our arrangement 
with Mr Vanunu was that we 
. would. not pay for his story, but 
_ that he would get the proceeds of 
any book contract or second 
-. rights that resulted from the pub- 
lication of his story. Hardly un- 
. reasonable, but he was spirited 
. away back to Israel before the 
,. agreement was finalised. 
— Most serious of all; vou imply 
= ‘that the Israeli government 
-= leaked the story to the Sunday 
-| Times because the paper has 
_ “not always verified its sources". 
_ That is a slur unworthy of your 
magazine. | 
The Insight team made five 
“weeks of exhaustive checks in 
:Israel, France, Britain and 
America, involving some of the 
¿world’s top nuclear experts. be- 
“fore publishing Vanunu's story. 





















































cable doubt not only that Israel 
` has nuclear weapons but that its 


extensive and sophisticated than 
ever suspected, 
D Nobody has found a single 
.fault in our story, and Mr Van- 
unu's current prospects—a long 
jail sentence, possibly even exe- 
- cution—show how significant his 
story was. 
As for verifying a story, The 
Economist article might not have 
made so many errors if you had 
bothered to check your "facts" 
with the Sunday Times. Nobody 
did. 

ANDREW NEIL 

Editor, 

London Sunday Times 






2 ecg The first i is Xd -trol 
l—but it was a former editor of : 


akes; big and small. You: say the thís area, g into account the 
different form, ‘stra ture “and or- 
on October 27th that Mr Vanunu. T spective 
armed forces. : 
France and Spain. in the NATO. 
tally, 94 divisions in the west face 
78 in the east (and the former are 
tures were “carefully shot, clears - 


“We established beyond reason- 


“nuclear programme is far more. 


an edict... 


the. r 
If ‘on 


ganisation of 








often much larger in term 


soldiers). As far as tactical avia- 


tion goes, NATO has an insignifi- 


cant edge in fighter-bombers and: 


attack planes, while trailing the 
Warsaw pact in terms of intercep- 
tors. And if one includes Ameri- 
can and West European tanks in 
depots on the contipent, then 
there is rough parity here too— 
around 25,000 on-each side. — 

If, despite these facts, the West 
is still concerned. about. conven- 
tional armaments, why not re- 
spond to the Warsaw. pact’s pro- 
posals for their radical reduction? 
These offer the prospect of the 
gradual and balanced withdrawal 
of troops and tactical aviation in 
Europe from the Atlantic to the 
Urals. jeopardising nobody's 
security. 

If the West does continue to 
balk at the prospect of nuclear 
disarmament, it is not due to any 
realise concern. about conven- 
tional weapons, but rather to an 
atrophying of political will and an 
inability on the part of leading 
politicians to break their 40-year 
dependence on nuclear weapons. 


| NIKOLAI GRIGORIEV 
Moscow Novosti Press Agency 
Turkey 


SIR—You have tried t to be fair i in 
“The shadow over Turkey" (No- 
vember Ist) but have not quite 


succeeded. You quote Amnesty s 
concern that there has been no 


clear edict from the government 


to the police that torture is unac-. 
ceptable. Yet you also. quote the “be ob: 
Turkish minister of j justice to- the -- Li 


effect that 500 policemen are on 
trial for "embarrassing actions" 


would have . been 
translation). - | 

It is also setieráfly shawn that 
several members of the prison 


service have been imprisoned for 


brutality. The prosecution and. 


‘where guilt is proved, conviction 


of offending police and prison 
officers are Tore; effective than 
















Human rights, this way - 


published revised penal code pro- 
poses a new offence of ` ‘praising, 
religious governments". Yet ad- 
vocacy of government based on 
religious dogma has always been 
an offence in the secular Turkish 
republic. A strengthening of bar- 
riers against Khomeini's follow- 

ers (if there is in fact to be a 


strengthening) should give com». 


fort tó western liberals. 
Incidentally, 1 have been told 
that the Turkish government is 
about to allow individual re- 
course to the European Court of 
Human Rights. However that 
may be, you will, I hope, allow 
that Turkey's internal security 
problems (posed by. terrorists re- 
sponsible for some 5.000 murders 


before the military intervention 


of 1980) are somewhat greater 
than those of Malta, which, along 
with Cyprus. has not yet granted 
the right of individual application 


to the court. 
p 


ANDREW MANGO 


tosay. at you failed to 












My friends in Brighton may be 
horrified en d fact. t that Meis 


















Like « ildren, nations too are 
products of their environment. If 
2 Turkey -had France. Germany, 
(perhaps renege conduct Austria an 

better bo 





not condone their methods, but 
what do you suggest, shall we 
close down? 

Turkey can either gradually 
head towards Europe. towards a 
healthy - pragmatic materialism 






“where, once reached, everyone 
“has too much to lose and enough 
; education not to .be fooled by 
, religious or ideological symbol- 


ism. Or Turkey can do the same 


«much faster, like the Shah of Iran 
B did. 
d Romanesque 
;without the Gothic. 


. You cannot jump from 
to Renaissai 


Hove, Sussex [zi MURABEN 





On the buses 


SIR--London Regional Trans- 


port's half-baked method of in- 


troducing driver-only buses (Oc- 
tober 25th) promises only delays 
for passengers in return for re- 
duced costs. 

An obvious solution to cash- 
generated ticketing delays is a 
buscard from which the value of 
individual journeys. is deducted 
by machine until the card is ex- 
hausted, Cf, British Telecom's 
phonecards. 


Chislehurst, 


Kent: S. R. LINDO 





The Economi - i 


RUES etd Intelligence U... Us. 


The latest Special Report: No.1066 


ee | Japan’s Next 
: SIRAS.: a ; ‘Turkish Jew brought | 

upin Turkey, but living in West- 
ern Europe-for 13 years, Ihave. 
‘no ultra-nationalistic pride, but - 
allow m e 


Export Success: 


; THE FINANCIAL 


SERVICES INDUSTRY 


H The world’s bi ggest bank and biggest 

- Securities company are now both 
Japanese. This report. pir the way in 
which Japanese financial institutions are 

_ Seizing new opportunties in global 


y | financial masas. not only competing on 
-Italy as its neigh- F 


uld be Switzer land.. $ F4 
M E Greece: 


-price but also designing highly innovative 
ancial. packages. It predicts further 
“rapid development of their non-Japan 

| related business in a wide variety of areas. 


` Price including postage: UK and Europe £150; 





| North: America US$240; Rest of world £153. 


The Economist Publications Ltd 


Marketing Department { EAL) 
4 40 Duke Street . 10 Rockefelier Plaza, 
London WIA TDW, E New York, NY 10020, USA 


| Tei 9405 en. Tet E ae eta 





Abu Dhabi National oil Company (ADNOC) controis and coordinates the operations 
of both onshore and ig oil and gas exploration and production and associated 
petrochemical industries. 


The Company wishes to recruit two FINANCIAL SPECIALISTS in its Finance 
Directorate as follows: | 


| COORDINATOR — POLICIES & PROCEDURES: 


: To assist. in plénning, coordination and promotion: of the divelooment and | 
implementation of efficient and coherent financial and finance-relatad corporate 
operating procedures, practices and accounting policies. . 


The candidate should have at least 10 years relevant experience piafatgbly in oil or 
related industries. He should also have professional accounting qualification (ACA, 


ACCA, CPA) or equivalent level of education in either Finance, Information Systems, 
Accounting or other related discipli ine. | 


SENIOR SYSTEMS ANALYST (POLICIES & PROCEDURES): 


To study, analyse and recommend improved, simplified operating procedures, 
practices and accounting pol icies. 


The candidate should have a first degree or equivalent in either Finance, information 
| Systems, Accountancy or related discipline, coupled with at least 6 years relevant 
experience preferably in. oil or related industries. 


Both positions require proficiency in written and spoken. Engl ish, highly developed 
inter-personal skills ang ability to work in a multinational environment, 


We offer competitive tax-free saline plus a full range of expatriate panatiis including 
free accommodation, Subsidised school fees, airfares and generous paid annual 
leave.  . 

| Interested candidates. are invited to forward their detailed applications together with 
photocopies of their education and experience certificates, within three weeks from 


| the date hereof, to: 


THE HUMAN N RESOURCES. DIVISION MANAGER 












ii. vacancies in their Systems & Operations Department. This 

. Department actively supports the setting up of strategic pro- 
cedural standards and automation systems in their branches 
spread across various countries around the world. re 


. We are looking for articulate, seasoned professional ^ 
bankers, who have several years' operational experience and 
user liaison ability for development and implementation of 
systems. Exposure to large DP systems is desirable. A 
flexible mind, à cosmopolitan outlook and proven com- 
munication skills are essential. An AIB or graduate degree 
would be preferred. : | 


‘The prospects of growth and stability of the Department 
are exceptional and the scope of applications is truly unlimi- 
ted. 1f you feel confident that you can meet the challenge, 
please send a comprehensive CV stating the present salary 

. drawn, in confidence to Fiona Fellows, Ogilvy & Mather 
Focus, Chancery House, Chancery Lane, London WC2A 10U. 


— Ogilvy & Mather Focus. 








_ | COFFEE PLANTATION MANAGERS 
|  . FIELD DEVELOPMENT 
MANAGERS COFFEE 


PAPUA NEW GUINEA 
HIGHLANDS REGION 


Senior level. 


-— Must have managerial organisational and reporting ability. 


- production phases. | 
. Must be- fit and active 
responsibility. | 







equivalents | 
US$ 25,600 to 41,000 ` 
A$39,600to063,300 . 
STG 17,800 to 28,400 
Part of this package will be; — 


Furnished accommodation 
Personal accident insurance - 
Medical insurance . Ds 


Workers compensation insurance 
One servant 





- Airmail or facsimile ful 


Relocation expenses and repatriation 


- experience, all past sala 
- other CV items to: E 


Coffee Manager Agricultural and Resources Management Serv 











nt is a rapidly expanding financial organisation with M — 



















| fs Must have diploma or degree in Agricultural Science or related field from a 
-recognised tertiary institution or recent past coffee planting experience ata. 


- © Successful applicants will take charge of sector development projects or plantations. =| 
< Will be required to plan, budget and supervise project development maintenance and ` 
with commanding disposition and accept divisional | p : 5 


Salary package will be within the range of K25,000-K40,000 approximate current ||. 


Six weeks annual leave after 12. months, return air fares to place of employnient.. up : i 5 E hes 


I personal and family details, educational qualifications, - 
ary and employment details and copies of references and 


The Director will be responsible for the planning, man- 
agement and control of the Programme's activities, - 
budgetary and staff matters, as well as for contributing to 
activities of HRDG. He/she will lead a team. of six 
professionals plus support staff. Extensive travel may be 
involved. 






| ceveoping countries of the Commonwealth. Expetien. 
- in financial 


















-overseas appointee expatriation and other 
wances. Job description and further details are 
ilable on request. Written applications giving full 

ualifications and experience, with the names 
> of three referees, should be sent by 6 
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IMI-GENEVA WELCOMES 
ITS MBA CLASS OF 1986/87 


wel 73 x e 
a on E 4 
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This highly motivated select group of young men and women 
has been chosen from among several hundred applicants. 
They represent 18 different nationalities. They have outstanding 
educational qualifications from the world's foremost universities 
and have demonstrated leadership capabilities based on an 
average of nine years' work experience. 


They are embarking on a very demanding programme of 

course work, research projects, consulting activities lasting over 

— € (and they may even find time for some fun in the 
D Aa) 


Upon graduation in May 1987, they will join the élite group of 
managers from which the future leaders of international 
business will emerge. 


MBA Office, 4 chemin de Conches, 1231 Conches-Geneva, Switzerland. Telex 427 452. - 
Telephone (Int'l + 4122) 47 11 33. Telefax (Int'l + 4122) 46 44 39. 





International Management Institute, Ceneva 


Established in Geneva in 1946, IMI is an independent not-for-profit foundation with a substantial permanent faculty teaching. researching and consulting on all aspects 
of advanced management for multinational companies, governments and international organizations. It provides a comprehensive range of general and functional 
management education programmes, together with seminars on current issues. The MBA degree is awarded jointly by IMI and the University of Geneva 
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Bdhhs. ide- o tt = = I. ae Sse: .§ ts * Ww r d = = d zt = E *.4.9 - ss Ae 2 oC. 








electrical services, CCTV process monitoring, platform radar, 
computerized telephony and a 140 km microwave link for voice, text 
. and data comrnunications with the mainland. 
Audio, radio, TV and video entertainment too, including 
. reception via ECS-1 and ECS-2 TV satellites. 
We are also designing the systems, writing the documentatio 
_ installing the equipment and commissioning the project. 





IRSKIRYDRO'S OFFSHORE: PLATFORM TREASURE SCOUT 


SS 





Luxury cruise ships demand equal quality and reliability. 
So Denmark’s Aalborg Vaerft, builders of Carnival Cruise Lines newest 
floating hotel, MS Holiday, chose Philips to supply over 750 multistand- 
ard CTV sets, a colour TV studio and a FM/ TV/Video distribution 
network complete with LaserVision programme source. 

Wealso supplied sound systems for the theatres, discos and 
loungesand public-address, intercomand telephony for the entirevessel. 

Philips technology is also at work onboard Carnival Cruise 
Lines, MS Tropicale, as well as liners of Royal Caribbean Cruise Lines, 
Norwegian Caribbean Lines, Holland America Line, P&O Cruises, 
Cunard, etc. Which is comforting news if you’re planning a cruise. 

From the rough environment of an offshore platform to the 
calm atmosphere ofa floating hotel you can depend upon Philips tech- 
nology for the rough and the smooth. 

Philips. The sure sign of expertise worldwide. 


PHILIPS 


Philips Corporate Marketing Communications, Eindhoven, the Netherlands, 





heads, each of which contain, in Ai 
, two words: Comm rcial | 
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Insider trading 


Those who know use their knowledge. The truism has 
applied to many down the years, from tempted Eve in 
the Garden of Eden to Mr Ivan Boesky in New York 
and Mr Geoffrey Collier in London. Those two men are 
^ot the first to have abused privileged financial infor- 

ition to make money from dealing in shares, and they 
will not be the last. Yet it is right that insider traders are 
treated harshly, by courts and colleagues alike, and it is 
important to understand why. : 

Economic theorists and legal nitpickers put up two 
reasons for having unharsh laws on insider trading. The 
economic case is that those who hurry information into 
the marketplace are generally improving the way that 
economies work. By moving the price of a share earlier 
than it would have moved had everybody kept mum, 
insiders prevent some transactions from being made at 
a soon-to-be-falsified price. To see why that brings 
economic benefits, consider oil prices in post-OPEC 


1974-77. The country that pushed through the higher 


prices earliest was Japan, which therefore got over the 

shock quickest and was ready to grow again. Countries 

that allowed their consumers to keep buying at the old, 

wrong prices—America, Canada, most of the third 

world—in time paid heavily for. their self-delusion. 

Welcome the messengers, say some economists—even 
shifty ones serve a good cause. ED. 

«~he legal argument for treading softly with insider 
trading is that it is hard to define and police. Is someone 
who picks up a rumour that A will bid for B guilty, even 
if he only buys for somebody else's trust? What if he 
hears the rumour at work, which happens to be the 
bank advising A? What if he just repeats the rumour at 
his golf club? Jail any share-buying barman? Jail the 
dealers for some third-world finance ministers and for 
Arab princes who knew early of Yamani's fall? Every 
case will vary in its fine lines and grey areas and 


diplomatic nuance—so, say cautious lawyers, don't | 


make an ass of the law by asking it to do too much, 
These are good arguments. They also miss the point. 
By staying on the high ground of theory and hyp 








instincts of millions of ordinary people whose savings 


fuel the markets and whose votes can turf out of office 
politicians who favour free markets and private proper- 
ty. People who are lucky enough to live in capitalist - 


democracies can easily forget that open markets and 





they fail to recognise that what matters is the gut as Mr Collier has produced) can be the only certai 


way. 


considering. First, in any takeover, the bidder might b 
made responsible for defining who the insiders are 
information leaked without th 





property rights have been the exception in man’s 
history. They are there conditionally, the main condi- - 
tion being that they are seen to serve the interests of the 
many, not the greed of the few. ; 
When Mr Boesky admits that he obtained scores of | 
millions by ways denied to the mass of Americans, their - 
first reactions are (a) that he probably pocketed a lot- 
more and (b) that thousands of others are on the fiddle. 
Their next feeling may be one of populist anger—‘‘close | 
down the casinos"—unless the names exposed by the - 
Boesky tapes are subject to all the law's processes, 
which for some. would include a spell in prison. Mr 
Collier, under investigation for insider trading, should 
also be encouraged to turn supergrass. | 
Some say that it is unfair to pick on a few when share- 
price rises in advance of takeover bids show that insider 
trading is endemic. Actually, well-publicised picking is 
just what is needed. Not merely does it show everybody 
that the law reaches the rich; it also deters other 
bankers, brokers, arbitrageurs and the like from trying 
the same trick. The prospect of prison may do little to 
deter the hardened burglar or drug-crazed mugger, but 
it works wonders for the person who already has a well- 
paid job and whose peers do not like being criminals’ 
mates. A few prison sentences at the right moment can 
scare other moneymen off hanky-panky for a genera- 
tion. That seems to have happened on Wall Street after — 
Richard Whitney, the blue-blooded head of the New | 
York Stock Exchange, was sent for a stretch in Sing 
Singin1938. |— | — |. | 


Tightening the law _ | E 
Laws against insider trading are relatively new. I 
Britain the offence was defined only as recently as 198 
in America in 1934, though there the definition is c 
more widely, as "securities fraud". American | 
thereby ensures that the fraud can be deduced b 
outsiders, whereas British law says that somebody mu: 


be "knowingly" involved in insider trading. This make 
it extremely hard to get a conviction: a confession ( 





. If laws are to be tigh tened, two changes are wort 





















































ppl p a eea man’s go [s wou 
leemed to have come from illicit trading unless he 
ould prove otherwise. 









A fungus known as Dutch elm disease has killed Healy 
every elm tree in England. Had the trees been con- 
scious, they would have watched the disease’s progress 
in helpless horror. Mankind is nearly as helpless in the 
face of AIDS. With most people still slow to take 
precautions against the virus, the outlook is bleaker 
than the worst pessimists feared even four years ago. 
In the most affected places, more than 10% of the 
- people now have the AIDS virus. This probably includes 
most of central Africa. Other areas where large num- 
bers are affected include Haiti, New York, Florida and 
California. Elsewhere the disease i is still confined main- 
_ly to male homosexuals and drug addicts, but this will 
: change—although nobody knows how fast. 


The missing inquiry 

_Absurdly, even the United States has yet to sudy a 
cross-section of its people to find out how far and why 
the disease has spread. It was only the testing of army 
recruits that uncovered the extent of infection among 
 heterosexuals of both sexes in New York. Alarmingly, 
-one rookie soldier in 50 had it. Information on the 
extent of heterosexual transmission in advanced coun- 
tries is still derived only from tiny numbers of the 
spouses of the recipients of blood transfusions. An 


and where, and what is likely to happen to them. -0 
. The news from this study will be bad. The virus hides 


sanctuary of the brain to cause a slow decline in mental 












e virus leads to collapse of the immune system in at 
east one-third of cases, perhaps most of them. After 
hat collapse comes. death, nearly every time. 3 

Nobody is yet near to designing a cure or vaccine, 
partly because of the difficulties of testing one. -Whom 
do MN test it ton? lees aera Too adir: re 





Such changes à would add meaning to the cliché 1 that. 


enormous study is needed to find out who has the virus 
its own recipe among your genes; it enters the chemical 


icuity; eventually it disables the very part of the body 
at fights disease, the immune system. Infection with 


| ailable, 


sexi transmitted diseases, AIDS spreads m more slowly 
than "flu or colds. It will devastate some parts of the 
world before it even reaches others. 

Quarantine might have stopped the disease in ** 
early days. Now it would face insuperable hurd 
where to put the millions who have the virus, and what 
they are to do for the rest of their lives—which can be 
respectably long. After eight years of the epidemic 
some of those infected in the early phase are still dying. 
Many more will be dying eight years on. 

Screening—whether compulsory or. voluntary—will 
have to be part of the big research effort required, 
though it will not do much to slow the disease. Some of 
those who are most at risk will try to avoid the test, 
since a positive result is a death sentence. Others will 
justifiably fear ostracism. Current tests often do not 
work within the first few months of infection, so many 
people will be falsely reassured. New tests are now 
being tried; they identify the virus, rather than antibod- 
ies to it, and should thus show it- up sooner after 
infection. Even so, some of the people who pass the test 
will catch the virus a week later. 

Mass research should help to show why some people 
seem not to grow worse for so long after infection, while 
in others the immune system collapses within a 1 


years. Other diseases probably trigger the collap.... 
Venereal disease not only hastens the conversion from 


infected to ill, but probably makes it easier to catch 
AIDS as well, because white blood cells invade the 
genital secretions to fight the infection—and white 
blood cells carry the AIDS virus. Therefore, an AIDS 
buy time by avoiding other infections: which 
ing unprotected sex. 
é ent and newspaper should now advo- 
'rudence, so as to slow the spread of this 
me that will mean celibacy or monogamy; 
else, it ought to mean condoms. Already, 
in America insist on condoms. But, 
re-AIDS days, condom sales are barely 
| st in Britain pope page 66). Their 




















Privatising Britain can learn from Japan — 


At opposite ends of the world the biggest-ever share 
privatisations are in train: a £53 billion ($7.8 billion) 
offering of British Gas in Britain and a Y2.3 trillion ($14 
billion) offering for the first of four tranches of Nippon 
Telegraph and Telephone in Japan. The share issues 
are being priced according to opposite principles, too. 

Japan's government plans to sell NTT at the highest 
price it can. It cares not whether the shares are bought 
by Mrs Watanabe or by Nippon Life Insurance. The 
British government prefers to sell public firms to 
ordinary folk rather than to the Pru. To achieve its 
political goal of wider share ownership, it is financing a 
eastly advertising campaign (featuring a character 

led Sid) and is pricing the share to offer buyers an 
unmediate capital gain. Not only does this lose the 
Treasury money; it is theft disguised as generosity. 

It is being economical with the truth to argue that 
public companies should be sold off cheaply because 
they belong to the people, who should therefore profit 
from their shares. Nationalised firms belong, roughly 
speaking, to taxpayers as a whole. If they are sold 
cheaply this is not a gift from the government, but a 
transfer from non-share-buying taxpayers to the minor- 
ity of taxpayers lucky or smart enough to buy the 
shares. And a cheap sale deprives the government of 
money which. could finance more public spending or 
lower taxes or—economically correct, politically unap- 
pealing—finance a cut in public borrowing. 

Getting the maximum amount of cash and achieving 
the widest share ownership are incompatible objectives. 
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Individual investors are generally risk-averse, which is. 
why the offerings of British Telecom in 1984, Trustee 
Savings Bank in October, British Gas now and British 
Airways next year all feature a combination of bribe 
for individual investors—low price, loyalty bonuses, 
discounts from gas or telephone bills, etc—reinforced 
by saturation advertising. © 

In its early privatisations, such as that of Amersham 
International in 1982, the government genuinely found: 
it hard to fix the right price. Some, such as Britoil, were 
even over-priced. But beginning with British Telecom, 
the government has tried deliberately to lure the small 
investor. On their first day of trading, the part-paid. 
price of BT shares doubled. Even allowing for the usual 
difficulties in hitting the right price in a fixed-price _ 
issue, the government thus deprived other taxpayers of _ 
£500m-1 billion. The same sort of sum is at stake in 
British Gas—far more than the cost next year of the pay 
deal the government is offering Britain's teachers. 4 

Wider share ownership is a laudable goal, but not - 
when it means selling utilities off cheaply as private 
monopolies. Nor when it means promoting British. 
Airways, an airline whose profits are at risk from 
deregulation and which will bounce about even in a 
regulated climate, as a people's stock. There is already 
a risk that City scandals could explode in the face of the 
government. That risk will increase if the government's 
own example fools millions into thinking that shares are 
as safe as granny bonds or a savings account, only a lot 
more lucrative. | j 








^lo time to lose - 


Mrs Aquino has to cut her losses if she is to save the Philippines 


from the Enriles and the communists 


To be transparently decent and honest, and to follow a 
man who was neither, is not enough in politics. 
President Aquino of the Philippines is learning the hard 
way that power requires more than personal popularity. 
The Cory of the yellow dresses and engaging smile still 
charms foreign heads of state and corporate chieftains. 
She still has the power to draw hundreds of thousands, 
perhaps. millions, of Filipinos on to the streets of 
: Manila. Yet 70% of those supporters live below a 














poverty line drawn at a niggardly $140 per family per - 


month. How long will Cory's magic last? If it does not 
last, will the Philippines, home to America's best- 
known bases in the Pacific, have to choose between 
totalitarianisms of the left and the right? — — 

.. The question is not one for leisurely consideration. 








tution under which 
























The recent silence of the defence minister, Mr Juan 
Ponce Enrile, could be a silence before a coup. Signs of 
disintegration accumulate. This week the murder of 
of Mr Enrile's friends followed the gruesome killing of 
left-wing trade unionist, and the kidnapping of. 
Japanese businessman. The challenge to the presidei 
is growing. = ^ o0 à 
It is not yet insurmountable. Mrs Aquino can pla: 
her strengths if she starts by recognising her weakness- 
es. First, her cabinet is largely a collection of liberal 
lawyers who talk much, achieve little and for obvic 
reasons have virtually no experience of governmen 
Second, Mrs Aquino has undermined the legitimacy « 





her rule by abolishing parliament, cancelling the consti- 
n last February she had claimed 






















| hei is moving ‘the Philippine away f Po the dem 
he proteases to cherish. - a ae 










All this i is ammunition for the ambitious Mr] inrile, who 


znrile is now in Mrs Aquino’s team is purely because 
ie, too, moved against Mr Marcos last February—and 
because, with all his soldier-friends, he would be 1 more 
dangerous outside the cabinet than inside. m 
< Spiking Mr Enrile's guns does not require the presi- 
_ dent to back down on the draft constitution which will 
be put to a plebiscite next February. It may be a pity 
.. that Mrs Aquino does not intend to hold a presidential 
. election at the same time, but the constitution itself 
-~ looks sensible: it creates a single-term, six-year presi- 
... dency with parliamentary safeguards to prevent the 
-~ abuses of the Marcos period. When local and congres- 
. . sional elections are held three or four months later, Mrs 
_ Aquino can fairly claim to have restored democracy— 
. and so to have shunted Mr Enrile to the sidelines. | 

- ^ The difficulty is how to get across those months from 
~ today’ S RUE. a dca Mrs Aqua. could 
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|. Time to call Mr Papandreou's bluff 


_ Nobody gets away with it like the Greeks. Already this 
-month Greece has dissented, alone, from the European 
. .J Community's mild riposte to Syrian terrorism. This 
|. week a squadron of Russia's Black Sea fleet paid a 
-... friendly call to Piraeus while the Greek foreign minister 
-visited Washington. The message to the West was clear 
| and familiar: do not take Greece for granted. 
|. The received wisdom is that the West has to take this 
sort of thing in its stride. After all, the Greek prime 
minister, Andreas Papandreou, has kept a left-wing 
government within the EEC and preserved American 
military bases that the Greek left detests. Like Presi- 
dent Mitterrand of France before him, he has aban- 
doned economic cloud-cuckooland and opted for an 
anti-socialist dose of austerity. He is bound to respect 




















policy, and their undying mistrust of the Turks. All of 
this needs round-the-clock theatre; otherwise the 
Greek left will demand not only rhetoric but policies 
that will detach Greece from the West. |. 

. Such reasoning will doubtless be reinforced by the 
result of the recent local elections. Econom hardship, 
added to what the left saw as Mr Pap ou's n 
kowtowing to America, meant that the. Communist: 
withdrew their support from the ruling Soc 

ande the da halls of Athens, Pirae 


















to people of proven ability—such as Mr 


nce administered Mr Marcos's martial law. That Mr 


his people's desire for a proudly independent foreign. 





roy. the left-leaning | 
government and labour). To place them, he can turn 
Rafael Salas, 
now at the United Nations—to shake some efficiency 
into the ruinous bureaucracy. She should certainly 
remove the failures among those local ‘“‘officers-in- 
charge" she carelessly scattered around the provinces 
early in the year. It would make sense to placate the 
colonels by setting a tight Schedule and firm guidelines 
for the negotiations with the communist and Muslim 
guerrillas. It is stupid to offer a ceasefire which merely 
allows the enemy time to re-group and re-stock. 

With all that done, and done quickly, Mrs Aquino 
can exploit the strengths that are hers and not Mr 
Enrile’s. She is popular with the Filipino people and 
foreign creditors; untainted by the excesses of the 
Marcos time; and best placed to negotiate at least some 
of the rebels out of the forests and back to peaceful life. 
Her professed economic policy—to dismantle mono: ` 
lies, reduce the role of government, punish corrupt 
and set the market free—is a good platform on wh 
she can start to rebuild the wealth of a pillaged nation. 
But she has to give her strengths time to work. That 
means setting an immediate check to her weaknesses. 
Pity the poor Philippines if she fails. 















the conservative party, New Democracy. The Socialists 
are in trouble (see page 54). The Communists could 
demand proportional representation—and thus added 
clout—at the next general election. Does this mean that 
Greece’s friends must absorb more indignity, and keen 
paying the bills to keep Mr Papandreou in office? 

It doesn’t. That is the slippery slope of appeasem..... 


 Anonsense is being preserved because it seems to pay. 


The nonsense is not the personal creation of Mr - 
Papandreou: it is a national, pan-Hellenic nonsense 
that he likes to ride and will not rein back. The Greeks 
take pride in things that belittle them. They are 


obsessed by an imagined threat from Turkey, and drag 


it constantly into their dealings with the EEC and NATO. 
They feel good about standing up to America. If only 





the ranks of bright Greek émigrés could find at home 
the fulfilment and influence they have won for them- 











selves America. Too many Greeks forget that Greece 
oney from its patient friends mainly because of 
pt, crony-ridden approach to running an econo- 


€ ps bi investors. we away from the 
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STELRAD BOILER 





GENESIS PACKAGING SYSTEMS 


METAL BOX HAVE PAC 


 LAMIPAC 


ee 





LAMICON 


a Ex. | 


BEER SPHERE 


KED 


ALOT INTO SIX MONTHS 


It has been a productive period for Metal 
Box since last April. 


A period that has seen many of our packaging. 


ideas come to fruition, the result of our decision 
to develop new markets using our technical 
expertise, product innovations and commitment 
to research and development. 


Our 'Lamicon' squeezy bottle is now on the 


market, being used by major manufacturers of 


tomato ketchup. But perhaps more importantly 
for Metal Box is that Lamicon's potential is. as 


great as the range of sauces that are available. 


A trip to any supermarket will confirm that. 
.. Another of our products which opens up an 


equal number of possibilities is the PET ‘Beer 
Sphere’. Coming in three sizes, the Bee Sphere: 


can hold anything from 10 litres to 30 litres of 
beer cider or soft drinks. Its light and tough 


properties will ae it go. down well with the ate 


bars and ihcid tally provides access toa a new 
market for Metal Box; the on-trade. 

dine hardware and DIY: shops the 'Polycan' 
plastic paint. cans will be very much in evidence 





and soon consumers will also be seeing a lot of - 





the new 'Lamipac" plastic processable food con- 
tainers appearing on supermarket shelves in 
this country. 


: "in the USA, construction. has now started 
on the first Genesis Packaging System plant in 
Pennsylvania. The joint venture with Alcoa will 


- manufacture the new generation of high barrier 
plastic food packaging developed by the Metal 
Box research and development team. 
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Extracts from. the Chairman's statement: 


Profit before tax improved by 23.7%. 
Earnings per 25p share rose by 34.7%. 


- We have also been active in our other key 


E büsihess sectors. 
. Stelrad, Europe's leading central heating 
subsidiary has extended its range by developing 
a high efficiency boiler that does not have to be 


fixed toan outside wall. 
In Florida; USA, Clarke Checks, the Metal 
Box security printing operation, has opened up 


“anew plant for producing cheque books. Clarke 
now has 15: plants i in 10 states employing over 
“900 people. : 


AS you can see, we haven't been idle in the 


past six months. And we are strongly committed" 
to even greater activity in the coming years, — 


| Address MM 


The half year ended 30th September 1986 
followed a year in which many changes were 
made to-operations, organisation and strategy. 
it has been a period of developing our existing 
businesses, evaluating our future opportunities 
and achieving some growth. The Board believes 
that the strategies now being implemented, 
coupled with the benefits of the reshaping of 
recent years, provide the basis for further 
profitable growth, 

A leaflet setting out the Interim Results and 
comments in. more detail will be ce: 


ý shortly to the shareholders. 


Please uil in: this, ‘coupon for ca copy of the Metal Box 

Interita Results and send-it to: The Company Secretary 

| Metal Box plc. Queens House, Forbury Road, Reading 
 RG13JH.or telephone: (0734) 581177. 


| These results will be available from November 25th 1986. 


| Name 2 
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Metal Box p.l.c. 


| 
| 
Fn Opening up the future 
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After two years of disruption in British schools comes 
the inevitable compromise: the teachers have accepted 
stricter conditions of service and the education secre- 
tary, Mr Kenneth Baker, has offered a 16.4% pay 
increase over two years. Two issues remain to be 
resolved: the size of differentials and, for the longer 
term, the shape of new negotiating machinery. The 
second of those decisions will affect the quality of 
teaching in British classrooms into the next century. 

- That teachers’ pay has fallen behind that of other 
professionals is not in dispute, though teachers tend to 
exaggerate the decline by counting it from the heady 
peak of the mid-1970s. What is rarely acknowledged is 
that some decline has been unavoidable and desirable, 
because it has reflected market conditions: fewer chil- 
dren of school age, plus the large supply of teachers 
who were trained in the 1960s and 1970s. The same 


shortly reach the Porsche-owning classes in the City; 
teachers have no innate right to be shielded from it. 

. The number of pupils of school age is still declining, 
and will continue to do so into the 1990s. But a market- 


ay when the numbers pick up, and more teachers are 
eeded. Since the number of graduates. applying for 
sacher training has dropped 18% in the past year 
lone, now is the time to start signalling : f ange. The 
nly signal the government can use is pay. 












ve; it also fits the mood of the country. Of course, 
ritain’ s parents are heartily tired of having their 
hildren’s education disrupted. But they also doubt that 
Seien children a are AA to ^ be well e graduates 










y c E | West, n hani in its charade of aes : 


( lwindled over the past year. Mr Papandreou i is seen, | 
even in the left-wing press, to be tainted with the 
arrogance of power—a half-step towards seeing the. 
perils of constant state nannying. The conservative — 
Opposition has taken heart nomi its local victories, even | 


The salary structure of Britain's teachers is still too rigid 


wage-squeezing pressure has affected miners and will - 


conscious government should now be preparing for the 


Higher pay for teachers is not just a market impera- 
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v E. bullying: he E on it. . This S Dif should be. tested. 


> AS TO a orsake an 
gem ent that gives its seven 1A erican guns to every 


ten shipped to Turkey. Nor will it leave the EEC to seek 
fortune of the Romanian sort—a discredited indepen- 


dence and a real GNP measured in gymnasts: 
Mr Papandreou is a weathercock. He should turn to a 
wind that Plows more strongly out of the West. 
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to motherhood, it needs to be better paid. Mr Baker’s 
proposal would raise teachers’ basic pay to between 
£7,600 and £12,700; the alternative negotiated by 
teachers and employers would give all teachers more 
than £15,000 after ten years’ service. — 


Make heads into managers 
The main disagreement is over how to make the present 


.pay structure more flexible. The proposals agreed 


between unions and employers leave less cash for 
specially promoted teachers than Mr Baker wants. But 
even Mr Baker's proposals seem likely to base extra 
payments mainly on the slippery concept of perfor- 
mance, rather than on market value. School heads will 
fail to attract enough good teachers—especially in 
science and maths, where they are scarce—unless thev 
have more flexibility than Mr Baker's deal provides. 
for head teachers, both proposals will raise their top pay 
above £30,000. But few will get percentage rises much 
above the average, even though the quality of the head 
often distinguishes good schools from bad. 

Even more important than the structure of pay 


differentials will be the recasting of the whole pay- 


ystem. The mechanism which has lasted for 
; crunched to a halt: what replaces it will 
how Mr Baker and his successors can give 























teac the flexibility that it needs. Mr Baker will 
be just 1 buying calm and trust in the teaching 

fe ow if, reculer pour mieux sauter, he then 
works ds giving heads more control over their 


within a system where they compete more 
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Rabobank: 


your partner for business. 
with the Netherlands. 





Rabobank Nederland, with 
offices in Singapore, Hong Kong 
and Jakarta, provides a personal 
service to companies with trade 
relations in the Netherlands. 


Rabobankisan“AAA”-rated 
Dutch co-operative banking 
institution with total assets of 
U.S. $ 48 billion. 

It ranks among the largest banks 
in the world. 


Rabobank- with 2.400 offices 
in the Netherlands - derives its 
strength mainly from its dominant 
position in the domestic market, 
especially in Dutch agriculture 
and agribusiness, 


Rabobank’s deep invol- 
vement in these particular sectors 
of the Netherlands - the world's 
second largest agricultural 
exporter- provides a sound know- 
ledge of international financing. 


So, when considering a bank 
to introduce you to the Nether- 
lands, or elsewhere in the world, 
why not consider Rabobank. 


Rembrandt country is Rabobank country. The country where traditions of excellence 
continue to flourish. 





Singapore Branch Hong Kong Representative Jakarta Representative 

50 Raffles Place 30-01 2 Exchange Square 16/F The Landmark Centre 

Shell Tower 8 io ace,Central 16th Floor Suite 1605 

Singapore 0104 Hong Kon Jalan Jenderal Sudirman Kav. 70 
Republic of Sin ppor Telephone: g 8525263249 Jakarta 12910 Indonesia 
Telephone: + 652259896 Telex: 80556 Telephone: + 62215781271/2 


Telex: 42479 Telex: 47534 


habobank 





Rembrandt country is Rabobank country. 


Rabobank Nederland, Croeselaan 18, 3521 CB Utrecht, the Netherlands. Telex 40200. New York, London, Paris, Antwerp, Curacao, ADCA-BANK Frankfurt. 
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ahead at £1,005m, compared with 
£1,004m for the previous year. Group 
profit before taxation was £125.3m — 
ai increase of 3% — while the overall 
Group profit margin to turnover was 12,596 
against the previous year's figure of 12.1%. 
“Movements in exchange rates are estimated 
to have. adversely affected the comparison 
between the two. years by some £110m in 
espect of turnover and £20m in respect of 
profit before tax. 
"However, if the 1985 figures are re- 
xpressed at this year's exchange rates, turn- 
over and profit before tax show increases of 
2% and 23% respectively, 
"The Group's tax charge this year is 31%, 
ompared with 54% in the previous year. 
anges in tax legislation being undertaken in. 
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The purs. in ‘Gk turnover was most 
edi in the USA, Continental Europe and 


larly assisted growth i in the latter two 
kets 


earch and development 
"Our total expenditure on research and 


senting 13.296 of Group 
turnover, and reflecting. 
the increased number of 
compounds moving from 
the research stage and 
thus requiring more 
expensive development 
resources, — P 3 















During the year we 


Employees 


e USA. should lead to some reduction in tax 
a ges sand, while the effect will be minimali iir: 


E meron 
The. continued introduction of acyclovir 


clopment for the year was £132m, repre- 


also saw our capital expen- almost entir ly to sales of acyclo r wi 


| | Turnover 7 an 
up' us ^ past Neo i Sea and development 

Ir A. J. ‘Shepperd,. E expenditure — 3432 5. 

: ped jag | Profit before taxation ee 125. 3 
com €, reports: 

‘ ur psi been: adversely - Profit attributable to sartalde E 

fected by the weakening of certain | Distributions to shareholders VA 

Tendes, notably the US dollar, Me 

igainst sterling. In fact, in sterling | Earnings per ordinary share - op. 

terms, Group turnover was slightly Shareh olders' funds | | E. 513.6 j 


: 18,764 


diture programme c continue according to ‘plan. 
Over the year we spent. 288m, compared with 
£74m in the previous year... 


Acyclovir becomes largest s seller 


“In the field of human healthcare, sales of 
acyclovir, the active ingredient of our antiviral 
products, have reached £105m, a 6996 increase 
over the previous year's figure of £62m. 


"Acyclovir has this year become our largest 
selling product in turnover terms, and we 
believe there is further sales growth to come, 
particularly in Japan. A further reason for 
optimism: relates to the expected: use of. aye 
loviri in ithe treatment of one mx 








£1,005 
million. y 







“Sales ofo our rr muscle-relaxing agent, at 


rium, continued to increase, with a rise of. 8% 
in USA. sales, compared with the previo us 







year. Total sales for the year were £32m. - 
cough and cold à products ACTI 
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providing a base foni which v we can 
increase the growth of our Japanese | 
company: <, | 
Coopers Animal Health . 
“Coopers Animal Health was 
formed in 1984 by a merger of the 
international animal health busi- 
nesses of Wellcome and ICI. Today, 


all but three of the operating units are 
trading profitably, 


“However, the problems of farmers 
in the world’s major agricultural areas 
have continued, and the depression in 
agriculture has affected the demand Por 
Coopers products, 


“For the year, a pre-tax las of £9.7m for 
Coopers is included in the Group's results, 
compared with £8.2m for last year. 


Future prospects 


"It has been an eventful year in which the 
Group has made considerable progress. We are 
all set to face the year ahead, which 1 view v with 





















continued .. opti- ¢ 

mism ^ in . the. 

knowledge that the rer 
Group will draw 

on the . great 

strength of — its , 

many employees © 

throughout... the. 

world. I. thank NOE 

them for. their ^ | 


efforts during the | 
last year? | 


If you would | 
like a copy of the- 


Sisi 


Wellcome ple $47 
i Annual Repor t for The flotation à : Du 
i | £258m. inclu ing 
1986 (available Faiséd around 


some £45, of new c apital. " 


from 4 December) —— 
please write to The Public Relations Depart- 


. ment, Wellcome ple, T The MOORE Building, 
3 PO Box. 129, 
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A name at risk 


Lloyd's of London has lost sight of a duty laid down in the Lloyd's Act of 
1911: "the protection of the interests of members of the Society". 
Despite improvements since the Lloyd's Act of 1982, names at Lloyd's 


are still 


getting a raw deal. Further changes are needed if Lloyd's is to 


continue to regulate itself. So is an early settlement of the PCW affair 


I loyd's of London may be too important 

) be left to Lloyd's. So closely linked are 
wie reputations of the City and the Lime 
Street insurance market, that some form 
of external supervision may be necessary 
unless Lloyd's offers its names (the indi- 
viduals who back the market with their 
wealth) the same protection offered to 
other investors under the Financial Ser- 
vices bill. 

Statutory control is the great phobia at 
Lloyd's, which pulls in $8 billion a year in 
premiums, mainly from America. Follow- 
ing the Savonita affair in 1980, in which 
fraud was alleged, Lloyd's avoided parlia- 
mentary interference in time-honoured 
fashion by appointing a committee of 
inquiry to look at the way the market was 
run. (The inquiry was conducted by Sir 
Henry Fisher and its upshot was the 1982 
act, which aimed to strengthen Lloyd's 
self-regulatory powers. ) 

Similarly, Lloyd's escaped inclusion in 

e Financial Services bill by establishing 

other inquiry. It is headed by Sir Pat- 
rick Neill, a QC and Warden of All Souls 
College, Oxford, and it is due to report its 
findings by the end of this year. Its brief is 
to consider whether or not Lloyd's names 
are adequately protected following 
changes since the Lloyd’s Act of 1982. 
The conclusion must be that they are not. 

For most of the past 50 years, Lloyd's 
of London has had flexible ethical stan- 
dards. For the “good name of Lloyd's”, 
no policyholder with a valid insurance 
claim went unpaid. At the same time, 
many names were being defrauded by 
some Lloyd's professionals entrusted with 
protecting their interests. Although the 
more infamous crooks, such as Mr Peter 
Cameron-Webb and Mr Peter Dixon, 
who made off with almost £40m of money 
belonging to names, have been brought to 
book in Lloyd's (but not in law), the 
interests of names still come a poor fourth 
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Room for improvement 


to those of policyholders; brokers, who 
bring insurance business to Lloyd's syndi- 
cates; members' agents, who bring in new 
names; and managing agents, who run the 
syndicates. There still exist within Lloyd's 
abuses, conflicts of interest and non- 
disclosure that should make a prospective 
name think twice about joining. 

Witness first the roles of the members' 
agents and managing agents. Members' 
agents introduce names to Lloyd's. For 
obvious reasons, agents need to have, or 
acquire, good connections. Some may 
have a string of unofficial canvassers who 
bring in new names for a finder's fee. The 


members' agent shepherds new names on 
to various syndicates run by the managing 


agent. The role of members’ and manag- — 


ing agent is sometimes undertaken by the 
same company or partnership. 

Not all new names who join Lloyd's are 
rich enough to do so wisely. When they 
become members of Lloyd's, names ac- 
cept "unlimited liability’—ie, they are 
liable down to their last penny if things go 
wrong. Pushy agents and compliant ac- 
countants have contrived to squeeze 
names into qualifying financially for 


Lloyd's, when prudence should have dic- — 


tated otherwise. In its eagerness to ex- 
pand membership, and thus underwriting 


capacity, Lloyd's has accepted works of A 


art and even the contents of wine cellars 


as security. Extensive use is made of 
letters of credit and bank guarantees, 


often putting a family's home and assets © 


in jeopardy. 
There is no good reason to protect 
people from their own folly so long as 


they have a chance to assess sensibly the — 


risk they are running. But the ways of 
Lloyd's make it hard for names to discov- 
er exactly what they are letting them- 
selves in for. 

That is the view of some of the names 
belonging to the PCW syndicates of Mr 


Dixon and Mr Cameron-Webb. They - 
face gross losses of around £380m over - 
the next 20 years, as a consequence of 

fraud and bad management. They now — 


have a little breathing space while Lloyd's _ 
tries to work out a compromise on who | 


should meet what losses. The PCW names 


include farmers, widows, accountants and 
small businessmen, who could not meet , 


their share of this demand, even if they 
sold their homes and every stick of furni- 


ture they possess. Some names, such as 1! 


barristers and solicitors, face ruin if they 
are made bankrupt because, in law, they 
would not be able to practise. 

Learning from this experience, and 
weighing the risk that repeat perfor- 
mances could pose to the market's repu- 
tation and liquidity, Lloyd's would be 


wise to exclude from being a name any- — 
body who cannot write a cheque for, say, 

twice or three times his premium income - 
without serious strain. Even then, those — 


who qualified would, under the existing 
regime, have the dice loaded against 
them. 

Examine the calibre of these agents, to 
whom the name in effect hands over his 


cheque book, his credit and his property — 





cmb years broke, some crane of te i 
lise that they were subject to the laws | 





agency and trust. 3 
ie. rules for deciding the fitness of a 
janaging agent are too lax. Too much 





tability" of the would-be director or 
or staffer of an agency, too little on 
.competence. Referees provided by 
the applicant himself are unlikely to damn 
him. Nor is the "hear-no-evil, see-no- 
evil" attitude of the market. Prospective 
agents and underwriters, to whom names 
are expected to entrust all their wordly 
goods, do not have to show any profes- 
sional qualifications at all. | 
. Lloyd's now runs courses on market 
practice, finance and law, and sets an 
introductory test for those doing business 
in the room at Lloyd's—but only for 
newcomers who started after the end of 
1985. And how stiff is the exam? It is a 
"simple, one-hour test. Even so, 26% of 
-entrants did not pass in April this year 
and 2376 failed in September. It is good 
that Lloyd's is now excluding the dimmest 
- quarter; but disturbing to think that those 
. quarters from previous years are still in 
| the room. 
- . How different at, say, the Prudential 
_ Corporation, Britain's biggest insurance 
.company. Its underwriters must have 
_ qualified through the Chartered Insur- 
ance Institute (or be working to that end) 
. and have at least five years experience in 
"the business. Lloyd's has done little to 
inspire confidence that meritocratic abili- 
ty guides its affairs. 
So, how can a prospective name at 
Lloyd's ensure that he is placed on the 
best syndicates? The short answer is he 






















selects the syndicates for him. The. agent 
often puts the name with a managing 


lip, or into a syndicate with which he has 
arrangement (ie, he provides names in 
ears of undercapacity and receives fa- 
urable treatment in times of overcapac- 










owed to use one members’ agent for each 
f the. four main classes of business— 
narine, aviation, motor and non-marine. 
his limits the name's choice of syndi- 
ates. It is the interests of agents which 
ire served, not those of the names. 














vith which to exercise. it. Disclosure of 







phasis is placed on the "character and 


cannot. His members' agent invariably 


agent with whom he has a close relation- 


). The prospective name is only al- 


: Even if the new recruit had. freedom of | 
hoice, he would have little information. 


nformation about syndicates to names is - OW 
ot mandatory by by-law. Members: are | 


non-working 
Lloyds s. names. “Lloyd's s. ‘say that it is 
unfair to compare one. syndicate wi 
another because of differing underwriting 
policies and different classes of business. 
Mr Alan Lord, the chief executive of 
Lloyd’s, says thatit would be “invidious” 
of. Lloyd s. itself to fpredute: such 
comparan 





The ins and outs 
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7 Number of resignations 


Total members 
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Source: Lloyd's 


It might also mean the end for the more 
incompetently run syndicates. Inevitably, 
some Syndicates: are better managed. (ie, 
would. not want to join. second: or third- 
raters if Lloyd's made league tables avail- 
able. But the market. would be more 
competitive and efficient if a process of 
informed selection d MES 
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f terms, but it is an unprecedented ra 
Hoyt s: Accordin gto Lloys 





disciosuse í to. new names. Nhen a. name | 
joins a syndicate, the. managing. agent 

charges him a percentage of his overheads 
(or administrative costs), a fixed fee re- 
gardless of the result, and a commission 







on both investment income. (before tax) 


and on any underwriting profit at rates as 
high as 25%. For his troubles, the mem- 
bers' agent receives annually one-quarter 
of the managing agents’ charges to 
names, paid by the managing agent. 

For managed.syndicates (ie, where the 
managing agent and members' agent ar 
one and.the same), the temptation is tu 
entice in more and more names. Many 
think that this temptation should be re- 
duced by separating the roles of managing 
agent and members’ agent. 

Until the Lloyd’s Act of 1982 required 
them to divest their interests in managing 
agents, Lloyd's brokers could own both 
types of agencies. In framing the Act, it 
was successfully argued that broker- 
owned managing agents had a conflict of 
interest. As a broker they had a legal duty 
to the assured to find the best insurance 
possible; but as a managing agent their 
duty was to secure the most profitable 
business. for names. In addition, such 
brokers were able to exert undue influ- 
ence on syndicates. It was not unknown 
for a broker to threaten to remove his 
names if an underwriter did not accept a 
certain piece of business, orpaya gubious 
claim. 

Because brokers: were allowed to co 
tinue owning members’ agents, the con- 
flicts were not removed. They still have 
the power to place (and remove) large 
blocks of names from unco-operative syn- 
dicates. Lloyd's Blue Book, which lists all 
the syndicates’ groupings, shows large 
numbers of names under members’ agen- 


| cies owned by the big brokers. Critics 


believe that Sir Henry Fisher was wrong 


not to insist on divestment of members' 


agencies as well as managing agents. 
Lloyd's notes that people are still eager 

to become names. True, the number of 

non-working names has risen from 10,662 


án 1977 to almost 30,000 in 1986. But, 
.Over the same period, the number: of 
resignations has risen tenfold to: 348 (see 


han 
- The number is not iu in absolute 
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the names are elderly and resign to put 
their affairs in order before they meet 
their Maker." That sense of tidiness 
seems mysteriously to have increased. 
The suspicion lingers that more people 
are quitting Lloyd's because of mounting 
awareness that there are real risks in- 
volved, that fraud and mismanagement 
cannot be ruled out, and that the system 
stacks the cards against them. 

Each new name at Lloyd's is now 
required to sign a standard agency agree- 
ment that can, in the hands of the unscru- 
pulous few, become a rogue's charter. 
Managing agents have an unqualified 


right to borrow money for the account of. 


names—ie, borrowings and bank over- 
drafts can be run up in the name of names 
without any reference to them at all. Yet 
names are legally liable for those debts. 

The agreement also contains a “‘pay- 
now-sue-later" provision. Names are re- 
quired to stump up any losses immediate- 
ly, even if they know or believe them to 
be the result of fraud, negligence, breach 
of trust or duty. That is fair enough. For 
an insurance market to work, the inter- 
ests of the insured must always take 
priority over the misgivings of the risk- 
takers. But who can the names sue if they 
believe they have been cheated? Only the 
members' agent or the managing agent, 
whose resources are unlikely to be suffi- 
cient to meet any claim. The agent is 
often a limited company, with paid up 
capital of around £50,000, and may have 
errors and omissions policies amounting 
to £3m-5m, hardly enough to meet a PCW- 
size claim. A name cannot sue the ruling 
Council of Lloyd's or its members, even if 
they are at fault. They have immunity 
from suit under the 1982 Lloyd's Act. 

Nor does the agreement specify the 
agents' rights in charging syndicate ex- 
penses, or demand that the agent supply a 
breakdown of those charges, a suggestion 
in the Fisher report that Lloyd's has 
ignored. Lloyd's has also spurned another 
Fisher recommendation—the so-called 
"deficit clause". Names are placed on 
several syndicates (eg, motor, aviation, 
marine, non-marine), some of which may 
make a profit and some a loss. Even when 
the name has sustained an overall loss, 
the managing agent still takes a commis- 
sion on the syndicates which have made a 
profit. Fisher suggested that for the pur- 
pose of computing the commission, the 
profits and losses should be lumped to- 
gether. No such clause is incorporated in 
the present agency agreement. 


The spider's Webb 

Whatever recommendation the Neill in- 
quiry makes on the protection of names, 
they will come too late for the 1,500 or so 
hapless folk who were on the PCW syndi- 
cates and had at least £39m stolen from 
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them by their two underwriters. Mr Peter 
Cameron-Webb, after briefly attempting 
to start a new career on the Miami 
Insurance Exchange, has now retired to 
one of his (or more correctly his ex- 
names’) yachts in the Caribbean. Mr 
Peter Dixon, expelled and fined £1m by 
Lloyd's (which is unlikely to be paid), 
lived for a while in Marbella, until Britain 
renegotiated its extradition treaty with 
Spain. He is now living in some style in 
Virginia. 

At first, despite the scale of the theft, 
the solution to the problem seemed pretty 
straightforward. In 1984, the brokers 
most directly involved—Minet, which 
owned PCW, and Alexander Howden, 
through which much of the fraudulent 


Disaster area 


PCW insurance had been placed—agreed 
to repay the names the £39m if they gave 
up their rights to sue anyone involved. 
Most names reluctantly accepted, under 
the impression that it was “only a ques- 
tion of some missing money and that 
there were no more losses to come". That 
might have been the end of the affair had 
not losses begun to rise alarmingly. PCW 
names now face further big losses: a gross 
£380m, or £235m after accounting for 
existing syndicate cash and reinsurance, 
or a discounted £135m, given that the 
claims will stretch out over 20 years. 
Names formed their own steering com- 
mittee and refused to pay the losses, 
claiming that they were mainly the result 
of fraud and that it was impossible to 
isolate genuine underwriting losses. In 
order to pass its own solvency test and 
thus carry on trading, Lloyd's had to 
earmark £225m of the £260m in its central 
fund to meet PCW losses and allow the 
names to carry on underwriting. This was 
a tacit admission that PCW names had a 
case, and that the fraud and accounting 
manipulations of the PCW syndicates 
made it impossible to state the amount of 


names’ assets and liabilities. Lloyd's is 
now trying to reach a compromise deal 
based on the discounted £135m. Unless it 
does, great harm could be done to the - 
300-year-old insurance market. 

The PCW names say they are planning 
to sue a host of defendants, including — 
Lloyd's, both here and in America. They 
might, of course, not get anywhere even if 
they do. But can Lloyd's sensibly run the 
risk of lengthy litigation that could in- 
volve an attack on its $8 billion American. 
trust fund, a pot of money to pay claims in 
America? Litigation putting that fund - 
into question could cause state insurance — — 
commissioners to put curbs on the ability — 
of Lloyd's to write business in their states. 

There seems to be a genuine will on the | 








part of Lloyd's to reach a settlement, but 
many of the potential defendants in the - 
suit are naturally unwilling to hand over _ 


any documents which might prove a case — 


against them. And Lloyd's, it seems, for 
all its claims about its increased powers of > 
self-regulation under the 1982 Act, has so 


far been unable to force their hand. — 


Lloyd's could withdraw their licences, be 
they broker or underwriter. If it does not 
do so, once again the baron brokers and- 
agents will be shown to have the whip — 
hand. $ 

Whether or not Lloyd's can resolve the 
PCW affair, the conflict between protect- 
ing the interests of policyholders and - 
those of names will remain. Surely, the 
time has come for the interests of names _ 
to be policed by an outside body. At its - 
simplest, that could mean giving Lloyd'sa - 
dual role—one part of it looking after the — 
interests of policyholders and responsible - 
to the Department of Trade and Industry; 
the other watching over the interests of 
names, and, rather like one of the City's 
new self-regulatory organisations (SROs), 
answering to the new Securities and In- 
vestments Board. 


taranteed by 
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The fall that threatens Brazil's 


new pride 


FROM OUR SPECIAL CORRESPONDENT IN BRAZIL 


The coat-tail trick that Ronald Reagan 
failed to pull off in America’s congres- 
sional election earlier this month has now 
been successfully performed by Brazil’s 
President José Sarney. The votes cast on 
November 15th, in the first nationwide 
election since the generals retired from 
power last year, were counted at a stately 
pace. But by midweek Mr Sarney’s party, 
the Brazilian Democratic Movement par- 
ty (PMDB), was leading in 21 of 23 races 
for state governor, and seemed assured of 
complete control of the new congress, 
which will double as a constituent 
assembly. 

All this is good news for Mr 
Sarney. But the thing which made 
him and his party so popular—iast 
February’s economic reform, 
known as the Cruzado plan—is in 
bad shape. Unless Mr Sarney is 
intelligent about repairing it, he 
could in a few months find himself 
the victim of the PMDB’s huge ma- 
jority instead of its beneficiary. 
And Brazil's gravity-defying econo- 
my could by then have crashed. 

The president's political difficul- 
* is that the party he belongs to is 

ot really his. Mr Sarney, a Tru- 
man-like figure, emerged from ob- 
scurity to become president by acci- 
dent last year; he took over from 
Tancredo Neves, the president- 
elect, who was felled by an eventu- 
ally fatal stroke just before his 
inauguration. Mr Sarney came late 
to the PMDB and has no real support 
there. He may find the party hard to 
control in its strapping new condition. 
The party chieftains, notably Mr Ulysses 
Guimaraes, who is head of the party and 
president of the lower house of congress, 
and Mr Franco Montoro, the departing 
governor of Sao Paulo, are both over 70 
and think they are more appropriate 
presidents than Mr Sarney. But they have 
so far been stilled by the success of the 
Cruzado plan. 

Mr Sarney was nothing before the plan, 
and has been everything since. Modelled 
on Argentina's reform of a year earlier, 
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the plan knocked three noughts off the 
end of Brazil's fast-depreciating currency, 
the cruzeiro, renamed it the cruzado, 
froze prices, restricted wage increases 
and eliminated the system of indexation 
of prices, wages and savings. 

Inflation, which had been running at 
300-400% a year, fell officially to zero 
and actually to perhaps 2-3% a month. 
Real wages rose by around a third in six 
months and GNP will grow this year by 
close to 9%—even better than last year's 
8% or so—well ahead of every other big 
economy. 





A win too big for Sarney's comfort 


Yet the distortions caused by the Cru- 
zado plan have been piling up fast. Brazil- 
ians spent the new money in their pockets 
at a furious rate. Milk disappeared from 
the shelves a few months ago and beef is 
still hard to come by. Waiting lists for new 
cars are so long that it can take a year to 
get one. Industry is running at full capaci- 
ty but there is little saving and no invest- 
ment, either domestic or foreign. Mr 
Carlos Langoni, who ran the central bank 
in the early 1980s, says that net foreign 
investment will be down from an annual 
inflow of $2 billion in previous years to an 
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outflow of $900m this year. 

In a year when everything in the world 
economy has been going right for Bra- 
zil—oil prices, the dollar (to which the 
cruzado is pegged) and interest rates are 
all down—its trade surplus has fallen 
from around $1 billion a month at the 
beginning of the year to perhaps $500m in 
October, and its foreign-exchange re- 
serves have dwindled by some $3 billion. 
Mr Edmar Bacha, one of the technocrats 
who helped to draw up the Cruzado plan, 
says that without some convincing revi- 
sions Brazil could be facing a foreign- 
exchange crisis by February. 

Mr Sarney has spent the week since the 
election poring over possible changes. 
These are likely to include some price 
increases (especially for electricity and 
telephone services) and probably à 
change in the way that wage increases are 
calculated. The aim is to cut government 
spending—the budget deficit is 
heading for 5% of GDP this year— 
and overall demand, and increase 
savings and investment. But two 
things will dog any effort to shift 
economic policy to a more ortho- 
dox path. 

The first is the popularity of the 
original plan. This has rested large- 
ly on the two elements—the price 
freeze and the system of wage in- 
creases—that are about to cause 
the greatest economic trouble. 
Both go a little way to redeeming 
the inequalities created in two de- 
cades of spectacular growth. Last 
year the top 1% of Brazilians 
earned more than the bottom 
50%—one of the most unequal in- 
come distributions in the world. In 


national income; last year they 
took 13%. The eight months of the 
Cruzado plan have offered the first 
move towards a less unequal distribution 
since the 1970s. 

The second constraint on Mr Sarney is 
politics. Much of congress’s time will be 
spent on manoeuvring over the length of 
Mr Sarney’s term under the new constitu- 
tion. The president is thought to want to 
stay until 1991; his rivals think 1988 or 
1989 would be a good time for him to 
leave. But the campaign for his successor 
has already begun. 

Many of the governors’ races were little 
more than dry-runs for the next presiden- 
tial election, with the potential contend- 
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The Cruzado legacy 





Sources: IMF; Morgan Guaranty ¢Officialest + Latest underlying rate 


. ers backing candidates to demonstrate 
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their own power. In the most important 
race, for the governorship of Rio de 
Janeiro, the man backed by the country's 
veteran populist, Mr Leonel Brizola, was 
trounced; Mr Brizola had made the mis- 
take of attacking Mr Sarney and the 
Cruzado plan. But if the plan sours, Mr 
Brizola (who is anathema to the army) 
might start to look prescient. 

In a mood like this, Mr Sarney will be 
under great pressure not to cool down the 
economy. Mr Guimaraes, the PMDB boss 
who considers himself the chief winner in 
the election, called on the president and 
finance minister, Mr Dilson Funaro, on 
November 18th, to tell them the Cruzado 


plan must be preserved. Mr Guimaraes 


will not be the president's only headache. 
The PMDB is a fractious collection of 


interest groups which were united only by 


their opposition to military rule. 

The size of the party's victory makes it 
likely that the squabbling will now in- 
crease, and with it the clamour of the 
lefter-leaning elements for plenty of gov- 
ernment spending. That would be a pity. 
Even orthodox economists recognise that 
the first stage of the Cruzado plan created 
the opportunity for Brazil's economy to 
be righted. But, carried to extremes, the 
plan could put a country with great natu- 
ral resources and entrepreneurial verve, 
which owes the world's largest foreign 
debt, into serious trouble again. 


Philippines 
The challenge 


FROM OUR CORRESPONDENT IN MANILA 


Mr Ferdinand Marcos is gone, but his 
death-squads are still in business. The 
mutilation and murder on November 12th 


. of Mr Rolando Olalia, a prominent left- 


wing labour leader, and the kidnapping 
three days later of a senior Japanese 
businessman, Mr Noboyuki Wataoji, are 
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thought by government investigators to 
be part of a plot to destabilise the nine- 
month-old regime of President Corazon 
Aquino, and thus pave the way for a 
military takeover. On November 20th, 
communist guerrillas responded to Mr 
Olalia's murder by calling off peace talks 
with the government. 

Rumours of a coup, by soldiers loyal to 
the disaffected defence minister, Mr Juan 
Ponce Enrile, had driven several cabinet 
ministers—the ones Mr Enrile calls 
"communists"—into hiding while Mrs 
Aquino was visiting Japan last week. Mr 
Enrile denied planning a coup, but add- 
ed: “I am not sure if I can control some of 
the boys". 

Mr Olalia was head of the May First 
Movement and chairman of the new Peo- 
ple's party, both described by military 
intelligence spokesmen as communist 
fronts. Mr Olalia told journalists six 
weeks ago that he and some of his col- 
leagues were being tailed “round the 
clock” by plain-clothes agents, and pre- 
dicted that they would soon make an 
attempt on his life. Last week his eyes 
were gouged out, and he was repeatedly 
stabbed, before he was shot dead. The 
corpse, and that of his driver, were left 
where they would quickly be discovered, 
beside a busy road near Manila. 

Mr Marcos’s death-squads made a 
practice of leaving mangled bodies, with 
their eyes gouged out before death, as a 
warning to their enemies. They often cut 
off ears too. The army used to claim that 
such horrors could only be the work of 
communists or madmen. The death- 
squads recruited communist defectors 
and convicted murderers. Last month 
there were bomb explosions in two Ma- 


nila restaurants and a cinema. Mr Enrile - 


at once blamed the communists. A few 
days later two of his supporters were 
arrested for the bombings. 

One obvious danger is that the killing 
will prove, once again, a two-way busi- 
ness. On November 19th Mr David Pu- 
zon, a political ally of Mr Enrile, was 
ambushed on the MacArthur Highway 
north of Manila. Mr Puzon, his driver and 
a lawyer travelling with them were all 
murdered. Another danger is that the 
violence will become indiscriminate: on 
the same Wednesday a dozen shoppers 
were injured by a bomb placed in a 
Manila shoe store. The audience in an- 
other Manila cinema were luckier: a gre- 
nade thrown into the cinema failed to 
explode. 

Mr Wataoji was seized from a four-car 
convoy returning from a game of golf 
outside Manila. Five “military types” in 
two intercepting cars cut his vehicle out of 
the others. This kidnapping could cancel 
the favourable impression made by Mrs 
Aquino on Japanese investors. Its tech- 
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nique resembled the kidnapping of Mr 
Marcos’s unwanted son-in-law, Mr To- 
mas Manotoc, in 1981, and the attempt 
on the life of a former vice-president, Mr 
Emmanuel Pelaez, in 1982. 

A presidential commission has been 
investigating the death-squads for the 
past eight months, but nobody has been 
charged or arrested. Mr Marcos created 
the squads shortly after he became presi- 
dent, in 1965, as an unorthodox weapon 
against the communist guerrillas then 
Operating in central Luzon. At the time 
there were thought to be 200 guerrillas. 
After 20 years of the squads’ activities 
there were over 20,000 in the country, 
some of whom had adopted their hunters’ 
revolting behaviour. 


She needs her private army 

The present chief of the armed forces, the 
American-trained General Fidel Ramos, 
has the reputation of a respected profes- 
sional soldier. But for 12 years he was ir 
charge of the national constabulary. He is 
closely associated with Mr Enrile’s Re- 
formist Movement of the Armed Forces, 
whose mutiny brought down Mr Marcos. 
He refused to punish the 200 officers and 
men who tried a farcical coup last July. 
He failed to inform the president that a 
coup was planned during her recent ab- 
sence in Japan. Mrs Aquino, who had 
trusted the general, then spoke directly to 
the service commanders without consult- 
ing him, and extracted from each a pledge 
of loyalty. 

Crime and killing, not all of it directly 
political, continue. Mrs Aquino's new 
director of prisons was dismissed early in 
November, when it was found that con- 
victs were being let out to rob banks, 
returning to jail with watertight alibis. 
Mrs Aquino has directed that all political 
detainees be released: the local represen 
tatives of Amnesty International clair 
that between 300 and 600 are still being 
held. The same Amnesty report claims 
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that 65 political activists have been killed, 
and their bodies presented to their fam- 
ilies as a deterrent, since Mrs Aquino 
came to power; 26 other political activists 
have disappeared. 

Mrs Aquino’s brother, the wealthy Mr 
José Cojuanco, has taken control of her 
political, machine, and is said to have 
trained a private army of 2,000 men to 
protect the president and her palace. 
Such precautions may seem excessive. 
Whatever the views of the defence minis- 
ter and the army commander, a recent 
survey showed that 85% of the 250,000- 
strong armed forces and constabulary is 
solidly behind Mrs Aquino. Her support 
among civilians may be even stronger, 
and she has said she is willing to call upon 
the population at large to defend her 
against “self-appointed messiahs". But if 
the death-squads are on the rampage 
again, is she really in control? 


Supping with 
Satans 





War, the holy men in Tehran are discov- 
ering, is a great concentrator of minds. 
The deal-that-never-was with America 
reflects the growing pragmatism of Iran’s 
leaders since they realised, in 1984, that 
the war with Iraq was turning into a long 
slog. To defeat Iraq, Iran needs better 
weapons and more trade to pay for them. 
So the mullahs have turned into surpris- 
ingly effective diplomats. The secret talks 
with Mr Reagan’s men may have been 
one part of this. 

A big success has come in relations with 
Russia, which tilted towards Iraq in 1982 
when Iran hit a winning streak in the war. 


Does X=O in North Korea? 


FROM OUR TOKYO CORRESPONDENT 


A Tokyo newspaper best caught the 
mood of South Korea's baffling an- 
nouncement that North Korea's Presi- 
dent Kim Il Sung had been assassinated. 
"Rumours of Kim's death were placed in 
doubt when he reportedly greeted a 
Mongolian delegation at Pyongyang air- 
port on Tuesday," ventured the Japan 
Times. 

Even for North Korea, it was an odd 


business. Perhaps only the Albania of 


Hoxha's time could have matched it. By 
midweek the facts, such as they were, 
came to this: 

@ South Korea's defence minister, Mr 
Lee Ki Baek, told the National Assem- 
bly on November 17th that "judging 
from a series of indications from the 
North, either Kim is dead or there is à 
serious internal power struggle." 

@ North Korea sent out film and photo- 
graphs of Mr Kim greeting the visiting 
Mongolian president, Mr Jambyn Bat- 
munkh, at Pyongyang airport on Novem- 
ber 18th. 

e Diplomats and journalists ran up big 
telephone and telex bills to Pyongyang, 
Seoul, Peking, Tokyo, Hanoi, Moscow 
and Washington in fruitless attempts to 
increase the number of facts above two. 

From the welter of speculation, three 
main theories emerge: an attempted 
coup in the North; a South Korean con 
trick; or a North Korean one. Each has a 
certain plausibility. 

According to the coup theory, ele- 
ments in North Korea’s army tried to kill 
Mr Kim in order to block—or hasten— 
the succession of his son, Mr Kim Jong 
Il. Reports that the Great Leader had 
been shot during a train journey, and 
that the would-be assassins had fled to 
China, appeared in the Japanese press— 
attributed to Chinese sources in Hong- 
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kong and Peking—before Mr Lee Ki 
Baek made his announcement. 

Mr Lee maintained that flags were 
seen at half-mast on the northern side of 
the demilitarised zone between the two 
countries, and that the northerners’ 
loudspeakers there announced on No- 
vember 16th that Mr Kim was dead. The 
South Koreans say that the loudspeakers 
were still blaring out the news of Mr 





| met a man who wasn't there 


Kim's death on November 18th. 

The pictures of Mr Kim taken on that 
day at Pyongyang airport, the continua- 
tion of what passes for normal life at 
Pyongyang and the lack of any large 
troop movements seemed to dispose of 
the coup theory—although there was 
something odd about the filmed Mr 
Kim's spritely appearance; last month, 
visiting Moscow, he had looked like the 
ailing 74-year-old that he actually is. 

Western diplomats and intelligence 
sources nevertheless accept that the 
loudspeaker did indeed blare out its 
news at the border zone. This makes it 


INTERNATIO 
Iran retaliated by cracking down on the 
pro-Moscow Tudeh communist party, 
and expelling 18 Russian diplomats. It 
also denounced Russia's occupation of 
Afghanistan. Yet overtures through East- 
ern Europe have now mended the fences. 

Iranian and Russian officials met last 
September to discuss ways of increasing 
trade. Iran may renew the gas exports to 
Russia which were halted after the Irani- 
an revolution, and join Russia in search- 
ing for oil in the Caspian Sea. In return 
for economic co-operation, the Russians 
want Iran to release jailed Tudeh mem- 
bers and tone down  anti-Soviet 
propaganda. 

There have been other successes. In 
1985, the speaker of the Iranian parlia- 
ment, Hojatoleslam Ali Akbar Rafsan- 
jani, visited China and is thought to have 
returned with an arms-for-oil deal that 
brought 50 badly needed Chinese-made 


difficult to conclude that the affair was 
staged by the South Korean government 
to divert attention from its domestic 
troubles. Why risk the embarrassment 
that would come when a story that Seoul 
knew to be false was shown to be so? 

The third theory is that the North 
Koreans aimed to entrap the southern 
government. Those who argue this draw 
parallels with the northerners’ attempt to 
kill President Chun Doo Hwan during 
his visit to Burma in 1983. The bomb set 
off in Rangoon killed 17 leading South 
Koreans at a time when the North had 
been rebuffed over a gesture of reconcili- 
ation. The northerners might want to 
take the South down a peg or two, at a 
time when it has scored points by staging 
this year’s Asian games and is getting 
Seoul ready for the 1988 Olympics. 

That theory, however, does not take 
into account the rumours of growing 
unrest among some of North Korea's 
pro-Chinese military commanders about 
the probable succession of the more pro- 
Soviet younger Mr Kim. The North's 
defence minister, General O Jin U, re- 
garded as the younger Kim's mentor, has 
not been heard of for about a month 
now. Although “virtually all" members 
of the North’s politburo were at the 
airport to greet the Mongolians on No- 
vember 18th, western intelligence 
sources could not immediately confirm 
the presence there either of General O 
or of Mr Kim Jong Il. 

It was recently reported that General 
O had been in a road accident that left 
him in a coma. Yet the South Koreans 
say that the northern loudspeakers were 
announcing on November 17th that Gen- 
eral O had taken control of the Pyong- 
yang government. Curiouser and cur- 
iouser. Perhaps somebody in the 
demilitarised zone played the wrong 
tape, or played one too soon—and Mr 
Lee Ki Baek was too eager to believe 
that it was not just a mistake. 
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What does it say about embassies? 


MIG-21s into Iran’s ragged air force. Iran 
has used its leverage over French hos- 
tages in Lebanon to improve ties with 
France, Iraq’s second biggest arms suppli- 
er. France has expelled the leadership of 
Iran’s opposition in exile, and begun to 
repay a $1 billion loan it had received 
from Iran under the Shah. 

Iran’s most intriguing coup is to have 
improved relations with the Gulf states, 
notably with Saudi Arabia, Iraq's main 
financial backer. An exchange of Saudi- 
Iranian visits began in !985 and culminat- 
ed in September in a meeting between the 
Iranian oil minister, Gholam Reza Aqa- 
zadeh, and King Fahd in Riyadh. At this 
meeting, the king is believed to have 
agreed to do what he could to push up the 
price of oil. He later sacked the Saudi oil 
minister, Sheikh Yamani, who had pre- 
sided over the policy of driving down 
prices to sell more oil—which cash- 
hungry Iran considered a "conspiracy" 
against its war effort. 

Just how the Iranians managed to wring 
this concession out of Saudi Arabia is a 
mystery. They may have frightened King 
Fahd by warning him that Saudi efforts to 
cut the oil price were tantamount to a 
declaration of war. Or they may have 
promised to tone down their support for 
Shia extremists in the Gulf states. Either 
way, it worked: Iran now has warmer 
relations with Saudi Arabia. 

The Iranian drive to win friends came 
from the top. In October 1984, Ayatollah 
Khomeini said that it would be “unrea- 
sonable and un-Islamic" not to have rela- 
tions with other governments—except, of 
course, those of America, Israel and 
South Africa. Iran has insisted that it 
would resume relations with America 


30 


only if Washington released the Iranian 
assets and weapons it has withheld since 
the 1979-81 hostage crisis, ditched Israel 
and made concessions in Lebanon. 

Who, then, authorised the secret arms- 
for-hostages deal with America? A fa- 
vourite theory is that Mr Rafsanjani, a 
pragmatist rather than a "moderate", 
favoured the deal and that Ayatollah 
Hussein Ali Montazeri, a revolutionary 
purist, was against it. Mr Rafsanjani, the 
theory runs, was prepared to consider any 
way of getting arms but had eventually to 
ridicule the negotiations to protect 
himself. 

This theory has a flaw. Iranian leaders 
who have talked to America in the past 
have paid for their temerity. Mr Khomei- 
ni dismissed the then prime minister, Mr 
Mehdi Bazargan, for sounding too rea- 
sonable during the hostage crisis. Mr 
Rafsanjani is unlikely to have invited 
America's Mr Robert McFarlane to Iran 
without Mr Khomeini's tacit approval. 

How far is Iran prepared to go in doing 
business with the Great Satan? Iran's 
delegate to the United Nations said on 
November 17th that the American gov- 
ernment's willingness to resume ties with 
Iran was a positive development. Are the 
theocrats in Tehran learning, ever so 
slowly, that it will take the support of at 
least one superpower to end the stalemate 
in their war with Iraq? 


Nicaragua 


The rough taste of 


sandinist justice 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


An American gun-runner, Mr Eugene 
Hasenfus, waived his right of appeal 
against the 30-year sentence handed 
down by a Nicaraguan court on Novem- 
ber 15th—possibly in the hope of getting 
a pardon. President Daniel Ortega, who 
recently described the Sandinist revolu- 
tion as "generous", has hinted that Mr 
Hasenfus could be reunited with his fam- 
ily in Wisconsin by Christmas. 

Mr Hasenfus was the only survivor of 
an arms-laden transport aircraft shot 
down over Nicaragua on October Sth. 
The aircraft belonged to an organisation 
called Corporate Air Services, and the 
arms were bound for contra rebels inside 
Nicaragua. Flight logs showed that the 
gun-runners, who operated from Ilo- 
pango airfield in El Salvador, were once 
employed by Air America, formerly a 
Central Intelligence Agency private over- 
seas airline. The episode has been a 
propaganda boost for the Sandinists, 
even though they have been unable to 
establish a direct link between the gun- 


runners and the White House. Yet the 
episode has also turned an unwelcome 
spotlight on Nicaragua’s judicial system. 

Eugene Hasenfus was convicted by a 
special court, the Popular Anti-Somocista 
Tribunal (TPA), which handles political 
crimes and is a branch of the executive. 
According to Mr Lino Hernandez, who 
heads Nicaragua’s independent Perma- 
nent Human Rights Commission, the 
court was created in 1983 because the 
ordinary courts were freeing contra sus- 
pects for lack of evidence. Only 34 out of 
1,215 prisoners tried by the popular tribu- 
nal between June 1983 and May 1986 
were acquitted. 

Mr Carlos Saavedra, a defence lawyer, 
says that in the 50-odd cases he has fought 
only one of the accused was a contra 
fighter. Most of the rest were peasants, 
from Nicaragua’s Atlantic coast or from 
the central highlands, who had been sus- 
pected of giving food or information t~ 
the rebels. Some appeared to have bee 
singled out simply for being members oi 
legal opposition parties or trade unions. 

The tribunal is composed of three 
judges: a lawyer, usually a former govern- 
ment prosecutor, assisted by two activists 
from the Sandinists’ defence committees, 
which are local cells of the Sandinist 
party. This is not trial by jury: the lay 
judges are government employees. The 
tribunal does not stick to formal rules of 
evidence. The judges are allowed to infer 
guilt from circumstantial evidence. 

One reason for the special tribunal was 
to handle the growing number of contra 
suspects. The Lawyers’ Committee for 
International Human Rights, an organi- 
sation based in New York, has reported 





Hasenfus may be lucky, after all 
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detentan: Maey. prisoners. claim not to 
have realised that they were signing con- 
fessions, or say that they were coerced 
into making false confessions. Yet law- 


yers have only eight days to mount a — 
defence once cases reach court and are ` 
normally allowed only one brief meeting — 
with their clients. Lawyers are also denied. 


full access to papers, and are vulnerable 
to reprisals. Mr Roger Guevara Mena, 
who was held in an underground cell for 


nine days last year, was told he had been 
punished for defending a priest accused of — | 


smuggling arms. 

CTPA sentences range from three to 30 
years, with no judicial review. Appeals 
can be made only to another tribunal of 
exactly the. same kind, which has been 
known to increase sentences. The ac- 

4, cused's best hope is that the government's 

_ own human-rights office, which acts as a 

“ kind of ombudsman, will intercede on his 
behalf. In June the office claimed to have 
secured the release of 308 prisoners. 

Only a minority of political prisoners 
ever reach the tribunal. Some 2,000 are 
thought to be held at any one time in the 
security forces' nine pre-trial detention 
centres. Since the International Red 
Cross is denied access to these prisons, 
reports of what they are like cannot be 
independently checked. But former in- 
mates tell of being deprived of food and 
water, and describe a regime of beatings, 
mock executions and threats against rela- 
tives. Amnesty International says. that 
prisoners are often denied access to the 
outside world for two to four weeks, and 
sometimes much longer. They are not 
allowed to see a lawyer, or their families, 
and are not told why they are being held. 

There have been some improvements 
in Nicaraguan justice since the revolu- 
tion. The Sandinist police force is gener- 
ally felt to be more honest than the 





security police of the late and unlamented 
Somoza. The ordinary courts are less. 


corrupt. Some common criminals have a 


chance of rehabilitation in the penitentia- : 

Ins, W ey | Goukouni, to step across. President. Mit- 
| -terrand refused pleas from Mr Habré, 
^ and pressure from the Americans, to 
clear the miii right out. Instead he left - . 
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Sandinists. 


Chad 
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It is — chairs. sii i du Chad, and the 
man on his feet wh | 
‘was Colonel Muammar. Qaddafi, who 
therefore drops out of the ‘game. France's 
cun of UR the Qaddafi, menace, 
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Goukouni is yesterday's man 


while encouraging it to collapse from its 
own follies, seems to be triumphantly 
vindicated by the latest episode in the 
saga of Chad. The rulers of the French- 
speaking African states, who met the 
French president and prime minister in 
Togo on November 16th, had before 
them a fresh example of France's skill at 
keeping them safe in their jobs. 

The direct beneficiary of Chad's latest 
twist. of fortune is President Hisséne 
Habré, who since June 1983, under 
French protection, has run the southern, 
fairly fertile, nominally Christian part of 
the country through a "national govern- 
ment" in the capital, Ndjamena. Mr Gou- 
kouni Oueddei, with Libyan backing, has 
meanwhile run the Muslim, desert north 
through a "transitional government of 


national unity", whose elegant French — 


acronym is GUNT. Both men have kept 
their teams together by cajolery and 
bribes, for which their patrons have sup- 
plied the cash. But now Mr Goukouni's 


"team is scattered, and he lies wounded in 


-a hospital in Tripoli. 
"The French established their Chad pol- 


-icy early in 1984, when they drew a line 


across the country at the 16th parallel, 
defying Libya and its then favourite, Mr 


the job of pulling the GUNT 







apart. La ith, sure enough, the 
GUNT's. ‘soldiers an fighting both the 
Inm and ea ier. In early Novem- 


ber Mr. Goukouni asked Mr Habré for a 


meeting to discuss unity. The Libyans, 


furious, tried to abduct Mr Goukouni; he 
may have killed two of his Libyan guards, 


but was shot himself, and is now appar- | 
ently too sick to do anything practical- 


from his Libyan hospital bed. 
The Libyans' last need is a northern 


country. He therefore wants to send 
soldiers to chase the Libyans out. But. 
will take French technical help (to 
„and refuel trucks, for example). And ii 


.reconquest once they are sure it will be 


;strip, a desolate tract of sand along th 
border. There is uranium in the Aozou; 


Will Mrs Thatcher | E 
agree to tango? 





nder Libyan control, so t 
em to have identified him 
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i ue excessive > subservience 
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case the Libyans did fight back, he wouk 
need a promise of backing from French 
aircraft and, if necessary, troops. The 
French would rather give him the glory of 






























unopposed. That day, on current evi- 
dence, could come fairly soon. : 

Meanwhile, the claim that first moti- 
vated Libya's plunge into Chad has bee: 
conceded by default. All parties agree. 
that it would be too much sweat t 
dislodge the Libyans from the Aozo 


but the price is right down. By the time. it 
rises again, Libya may be under new 
management. Fiasco in Chad, as in so 
many other adventures, can have done 
Mr Qaddafi no more good at home than 
has done him in Africa at large. 


Britain and Argentina 

































Argentina’s President Raul Alfon 
seems to have taken his first real step 
towards Britain in the two countries' four- 
year stand-off since the end of the Fa 
lands war. On November 17th Mr Alfon- 
sin appeared to drop his demand that any 
talks with Britain must include on tl 
agenda the issue of sovereignty over tl 
Falklands. He accepted that ppm 
tiogotiations could take di to “cre 
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pel dean The - British Beca 
unhappy about the idea of linking 
preliminary talks to the sovereignty 
ue, however loosely, said on Novem- 
er 18th that, if sovereignty would not 
have to be discussed, Argentina should 
say so clearly. But this is not likely to be 
Britain's final word. 

- Fish are another catch. Last month the 
British said that they would impose a 150- 
mile fisheries protection zone around the 
islands. next February, to conserve stocks 
from predatory trawlers steaming in with 
Argentina’s approval. Mr Alfonsin says 
that the proposal for the zone must be 
dropped before talks can begin; in ex- 
_ change, Argentina will formally declare 
- an end to the 1982 war. Mrs Thatcher is 
unlikely to swap what Britain considers a 
necessary conservation measure for a 
largely meaningless gesture by Argentina 
-unless Mr Alfonsin provides assurances— 
maybe private ones—that Argentina will 
help to discourage the overfishing of 
Falklands waters. 

Mr Alfonsin made his offer just before 
calling on President Reagan in Washing- 
ton on November 17th. Mrs Thatcher had 
popped in the previous weekend, al- 





































chat with Mr Reagan. At last week’s 
meeting of the Organisation of American 
States, the United States had sided with a 
Latin American: resolution which was 
mildly critical of Britain. Next week the 
United Nations general assembly holds its 
annual talk-in on the subject, and Britain 
will, as usual, take à pasting. The pres- 
ure on Mrs Thatcher to join the dance 
Mr Alfonsin has proposed is not irresist- 
ble, but it is there. 




















| Jetween them, two new reports on viola- 
ions of human rights in Afghanistan have 
vealed a wretched picture. The one 
blished by Amnesty International fo- 
uses on the torture of political prisoners, 
vhich it describes as widespread and 
ystematic. The other, prepared by a 

pectal investigator for the United Na- 









though she says the issue of sovereignty“ 
over the Falklands did not come up in her. 






had electric shocks opted | 
parts of the body, been burnt ¥ ith. 
rettes, been deprived of sleep or re 

edly beaten. Amnesty also quoted reports 
that guerrillas had tortured and killed 
prisoners, especially alleged. Khad 
officials. 

In a break with its practice. of not 
linking one country with another, Am- 
nesty urged the Soviet government to say 
what it had done to investigate reports 
that Soviet citizens were involved in tor- 
ture. It also expressed concern about 
reports of summary executions by Soviet 
troops and the incarceration of thousands 
of political prisoners. 

Human-rights activists criticise Amnes- 
ty for taking so long to produce a full 
report on Afghanistan, and for focusing 
only on torture. They say Amnesty want- 
ed to avoid involvement in cold-war de- 
bate, but may have been shamed into 
action by successive reports from the 
United Nations. 

The United Nations report points out 
that the exodus of about 5m people “from 
all provinces and all classes" of Afghani- 
stan has created the world's largest group 





of refugees. Some 1.9m of these are in- 


















kaad ot: Heise $0, an Sone the 
Kabul | government S pron s of full pro- 
gees who return. Mr 

rmacora. tria, w o prepared 

the UN report; -reckons that, in addition, 
1-2m "inte refugees” have 

been obliged to ‘move from one part of 
Afghanistan to another, causing serious 
depopulation of the countryside and the 
overcrowding of urban areas. - 

The report also says that the guerrilla 
resistancé appears to command the sup- 
port of the vast majority of the popula- - 
tion. Russia's proclaimed withdrawal of 
8,000 of its 120,000 troops could be con- 
sidered a “positive step" if it led to a total 
withdrawal; but the Soviet forces’ pres- 
ence and involvement in the conflict *re- 
mains the direct cause of the unbearable © 
suffering" of the refugees. 

Mr Ermacora was informed that condi- 
tions in Afghanistan had deteriorated 
since General Najib, the former intelli- 
gence chief, took over as party leader in 
May. Action against the opposition and 
the civilian population has intensified this 
year, with heavy loss of life. Indiscrimi- 
nate bombing and the continued use of 
anti-personnel mines and such devices as 
booby-trapped toys have caused many 
civilian casualties. 

The report concludes that the govern- 
ment appears to control only a small part 
of the country. The rest is controlled by 
guerrillas or is turning into.a no-man's- 
land. In this area villages have been partly 
or completely destroyed. and farmland 
has been systematically devastated. 








































Freighter tomorrow. — 


Through years of rugged service in war and peace- 
time, the C-130 Hercules aircraft has earned the admira- 
tion of pilots and mechanics all over the world. It's simply 
one of the most dependable planes in the air. 

But it’s also one of the most versatile. It converts from 
aerial refueling capability to cargo handling in hours, and 
delivers outstanding performance on either mission. 

As a tanker, the Hercules aircraft carries 56,000 
pounds of fuel on a typical mission—fast enough for mid- 
air delivery to jets, or slow enough for helicopter refueling. 


-rLockheed-Georgia 





When the KC-130 is used as a freighter, it can get 
almost anything almost any where. Its 40,000-pound 
capacity is large enough for tanks and heavy trucks. It can 
land ortake off from runways you wouldnt try with other 
planes. Even ice and snow. 

Best of all, the C-130's impressive performance comes 
with surprising cost efficiency. That's why you'll find it 
serving more than 55 governments on every continent, day 
in and day out, year after year. Getting the job done, no 
matter what the job may be. 
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Lucky-Goldstar is a group of 23 growth, while promoting economic develo op 


Korean companies working in rige ai . ment and free market systems in other 

electronics, and services. For each of the last | countries as well as our own. i 
five years, annual growth has averaged 2496, | Overseas subsidiaries like Goldstar of © 
with sales reaching the U$10 billion mark in | America (in Huntsville, Alabama) are con- 


1985. 


tributing to higher employment, too. With 
Today, Lucky-Goldstar products and 


| 
| management systems that are resulting in. 
services ranging from engineering plastics, | greater worker satisfaction, lower absenteeism, 
home appliances and fiber-optic communi- | and better ned off the production line. 
cation systems to construction, financeand — | Lucky-Goldstar. A team of 70,000 in- 
trade are helping to create a better quality — |— dividuals working together with companies 
of life both at home and abroad. _ around the globe. Bringing the world’s __ 
We also operate Korea’s largest private — | latest technologies to Korea, and the fruits 
research institutes, investing 4.5% of sales — | of Korea's can-do p" to the world. | 


into R&D each year. Take time to find out more about. - 
But these accomplishments aren’t ours Lucky-Goldstar. Contact the Business Devel- 
alone. opment Dept., Lucky-Goldstar Int’l Corp., 


CPO Box 1899, Seoul, Korea. Phone ( 02) 


Successful partnerships with such com- 
776-6517, Telex K27266 IGINTL. 


panies as AT&T, Hitachi, Siemens, and 
Caltex are doing a lot to stimulate mutual — | 





LUCKY-GOLDSTAR 


Business fields of Lucky-Goldstar companies: | 
Chemistry © J Lucky, Ltd. Lucky Advanced Materials Electrics, Electronics & Communications (Goldstar Co. , Ltd. C1 Goldstar C 


CIGoldstar Telecommunication CGoldstar Electric Goldstar Instrument & Electric Goldstar Precision Shiny 
1Goldstar Semiconductor C1 Goldstar-Alps Electronics Goldstar- -Honeywell {Goldstar Magnetech Energy and Resour 

Oil Refinery LI Korea Mining & Smelting Construction and Engineering”! Lucky Development] Lucky Engineering 

CJ Lucky Securities] Pan Korea Insurancel! Goldstar Investment & Finance (Pusan Investment & Finance Trade: 
(JLucky-Goldstar internationall] Hee Sung Public Service] The Yonam Foundationi The Yonam Educational Institut 


. ULucky-Goldstar Sports _ 




















For centurics, the desert 


has nurtured our respect 
for wisdom. 


Today, with the rapid 
development of our vast land, 
this respect is more evident than 

ever. At Saudia, it is manifest at 


all levels of training and 


Aq PA maintenance. 


Experience the fruits of our wisdom 
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SOU the spirit is alive 
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makes the aircraft, 
makes the money. 


An interdependency which tests even the best. Developing products with distinctive qualities requires two 
things-skill and money. 

Saab-Scania's skill comes from a unique technological breadth. With a long tradition in automotive and 
ga cepace engineering, we are able to combine our technologies and develop them into practical applica- 

s. 

The money comes from the long term growth and financial stability of the Saab-Scania Group. These 
have enabled us to invest heavily in the development of new products and technologies. 

In the field of specialized transport technology the symbol of Saab-Scania is the sign of technological 
breadth and financial strength. 














The Saab-Scania Group manufactures automotive and aerospace products: passenger 
cars, trucks and buses, military aircraft, missiles, satellites and the Saab SF340 airliner. The 
Group also develops other advanced products in the fields of electronics, Optics, sensors 
and image processing as well as in the area of energy technology. 

We employ 47 000 people in locations in Sweden and 30 other countries. 
In 1985 the Group sales were SEK 32 billions (GBP 2.9 billions) with profits of 2.8 billions 
(GBP 255.2 m). Return on total assets was 14.5 percent, solvency (equity/asset ratio) was 
50 percent and capital expenditure amounted to 4.4 billions (GBP 401.1 m.), equal to 13.8 


percent of sales. 


Leaders in specialized transport technology. 


For further information please write to Saab-Scania AB, Corporate Communications and Public Affairs, S-581 88 Linkóping, Sweden. 
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AMERICAN SURVEY 


The administration is called to 


account 


The hailstorm of official interpretation 
has fallen on implacably stony ground. A 
Los Angeles Times poll found that a 
remarkable 70-79% of people were scep- 
tical of the explanation with which Presi- 
dent Reagan, last week, broke the official 
»lackout on American-Iranian goings-on. 
(here may be two reasons why Ameri- 
. cans have declined to rally round their 
president as enthusiastically as they like 
to do. First, the facts that have so far 
slipped out are even more disturbing than 
most people suspected they would be: 
direct, as well as indirect, shipments of 
arms to Iran. Second, people are not 
happy about being treated to yet another 
public relations exercise. What they want 
is accountability. 

From the president's standpoint, first 
reactions to his press conference on 
Wednesday night, at which he took full 
responsibility, were disappointing. On 
too many parts of the story—who did 
what, when and why—the facts remain 
murky. Those hoping that he would admit 
an error and seek to justify it by a greater 
good, had their hopes dashed. There was 
nothing in the president's performance 

at was any more convincing than his 

levision broadcast a week earlier. In 
vne respect, the president ended up look- 
ing a fool. 

It is not that easy to find an American 
who approves of what has been happen- 
ing. The most courteous criticism these 
days is that the arms supply to Iran was à 
big foreign-policy blunder. Critics con- 
demn the operation as amateurish and ill- 
conceived; it has led, they say, to the 
forfeiture of both credibility and respect. 
Yet if the trade-off had worked, swiftly, 
there would have been less of a hullaba- 
loo over lost honour. As it is, the United 
States also looks foolish: the same num- 
ber of Americans are held hostage in 
Lebanon as when the affair started. 

Against this body of dismay, the presi- 
dent's chief of staff, Mr Donald Regan, 
thinks in terms of public relations and 
damage control. His aim, to judge from 
an interview he gave to the New York 
Times, is to refashion, or clean up, 
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events: 

Some of us are like a shovel brigade that 

follows a parade down Main Street cleaning 

up. We took Reykjavik and turned what was 
really a sour situation into something that 
turned out pretty well. Who was it that took 
this disinformation thing | American plans to 
attack Libya] and managed to turn it? Who 
was it took on this loss in the Senate and 
pointed out a few facts and managed to pull 
that? I don't say we'll be able to do it four 
times in a row. But here we go again, and 
we're trying. 

This is not the straight accounting that the 

public waits for. 

At his press conference on November 
19th, the first for three months, Mr Rea- 
gan tried to salvage some of his credibil- 
ity. He confirmed that there were no 
present plans to send any further weapons 
to Iran, but the secret authorisation al- 
lowing him to circumvent American law, 
signed last January, will remain in effect. 
He confirmed that the main shipments 
have been of "defensive"—anti-tank and 
anti-aircraft—weapons, but was hopeless- 
ly unconvincing on the role that Israel had 
played before the January order. He 
denied that there had been any collusion 
with Israel—which is not what senior 
administration sources have been saying 
all week—and was disbelieved. Nobody 
in Washington thinks that if, as seems 
likely, Israeli dealers sold arms to Iran in 
September 1985 or earlier they did so 
without explicit American permission. 
No more than 25 minutes after his press 
conference, the president said that his 
line on the Israeli connection may have 
led to a "misunderstanding": there had 
indeed been a third country involved. 

He repeated the standard explanation. 
The purpose of the operation was to send 
a signal of good faith to “moderate” 
elements in Iran that the United States 
was interested in a return to more normal 
relations. In response, America was ask- 
ing Iran to discourage terrorism, to nego- 
tiate an end to its war with Iraq—and to 
use its influence to secure the release of 
the American hostages held by a pro- 
Iranian group in Lebanon. 

The congressional committees are now 


Time for the shovel brigade 


starting the long task of unwinding fact 
from faction and discovering which laws, 
if any, have been broken. The president's 
A-Team from the National Security 
Council carried out the operation with the 
help, it appears, of top men at the Central 
Intelligence Agency. This is of particular 
concern to the Senate Intelligence Com- 
mittee which has been trying, since the 
mid-1970s, to enforce its monitoring du- 
ties over the CIA. 

The authorisation signed by Mr Rea- 
gan in January (kept hidden away in a 
safe belonging to Vice-Admiral John 
Poindexter, the national security adviser) 
forbade Mr William Casey, the CIA's 
director, to report the affair to the con- 
gressional oversight committees. This or- 
der was designed to protect Mr Casey. A 
couple of years ago, after the mining of 
Nicaragua's harbours, the CIA director 
had been persuaded to sign a pledge that 
he would henceforth obey the law by 
promptly reporting all intelligence activi- 
ties to the intelligence committee. 

Both the Senate and the House of 
Representatives intelligence committees 
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plan to start hearings on November 21st. 
Mr Casey must testify; Admiral Poin- 
dexter, claiming his privileged position as 
Mr Reagan's man, is prepared only to 
talk to congressional leaders informally. 
Yet, as the president's man, he has much 
explaining to do. Among the confusion of 
laws, the 1980 Intelligence Oversight Act 
requires the president to inform the com- 
mittees “in a timely fashion" of intelli- 
gence operations. Congressmen recog- 
nise that "timely" is a loophole; none 
. accepts that it stretches to ten months. 
Attention remains on Mr George 
Shultz, the secretary of state. When Mr 


_ Shultz appeared last Sunday on a CBS 


television talk-show, his honesty fought 
with his loyalty, and honesty won. The 
Iran operation was debatable, said the 
secretary, and his own knowledge of it at 
the time was “fragmentary”. In his opin- 
ion, he said, the public discussion may 
have been helpful: it reinforces the fact 
that it is not right for governments to 
trade arms or anything else for hostages 
since this merely encourages the capture 
of more hostages. 

Mr Shultz indicated that he had talked 
to the president about resigning but noted 
that “I serve at his pleasure". Not, per- 
haps, for much longer. Mr Reagan went 
out of his way at his press conference to 
quash any suggestion of Mr Shultz's resig- 
nation. But there are signals that Mr 
. Shultz may indeed turn in his key when 
the furore has died down; ex-Senator 
Paul Laxalt is named by some rumour 
mills as a possible successor. In the mean- 
time, Mr Shultz is said to have extracted 
some fail-safe commitments from the 
president: no more weapons to Iran, and 
no more diplomatic overtures without 
State Department participation. Adven- 
ture time is over. The question is what the 
Iranian adventure may already have done 
to Mr Reagan's remaining two years in 
the presidency. 


Texas 


To the victor go the 
deficits 


When the Republicans lost control of the 
Senate earlier this month, they took some 
solace from gains in the state governor- 
ships. One of their biggest victories came 
in Texas, where 69-year-old Mr Bill Cle- 
ments, the only Republican to occupy the 
statehouse in 112 years, regained the 
office he lost to a Democrat, Mr Mark 
White, in 1982. But the Republicans' 
celebration will be short. 

During the past year, oil prices have 
collapsed from over $30 a barrel to under 
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Clements prepares for a bloodbath 


$15. The effect on Texas and its govern- 
ment has been calamitous. For every $1 
that the price of oil falls, the state loses 
$100m a year in revenue from oil sever- 
ance taxes and sales taxes. A decade ago, 
when the oil boom was going strong, the 
incoming state legislature enjoyed a $3 
billion surplus. The legislature that will 
convene in January 1987 will face a $1 
billion deficit for the current fiscal year, 
the biggest in Texas history. 

The picture is even bleaker for the 
immediate future. Just to keep spending 
at current levels will require a minimum 


of $4 billion in new revenue. Throw in the 


current $1 billion deficit and the amount 
needed to stay in place is at least $5 
billion. To make matters worse, Texans 
have already been hit by two big tax 
increases in the past three years: one in 
1984, the largest tax bill in state history, 
to pay for education reforms, and another 
last summer to help the state pay its way 
after the crash in oil prices. 

Mr Clements, during the election cam- 
paign, denounced the tax increases, say- 
ing he would balance the budget through 
cuts instead. Now the biggest question in 
Texas politics has become whether he 
meant it. If he is serious, the 140-day 
legislative session that begins in January 
could be a bloodbath. Basic services— 
state schools and higher education, high- 
ways, prisons, mental health, and state 
pensions—constitute approximately 75% 
of the state budget. The budgets for law 
enforcement and mental health are al- 
ready under federal court supervision and 
are beyond the legislature's reach. 

Any attempt to cut education, which by 
itself accounts for about half the budget, 
will meet fierce resistance. The feeling is 


widespread that if Texas is to enjoy life 
after oil, state colleges and universities 
need more money rather than less. Yet, 
without deep cuts in education, the target 
figure of $5 billion is not even approach- 
able except through higher taxes. 

The budget crisis is the first real test of 
governing that the Texas Republican par- 
ty has faced. Mr Clements's first term 
coincided with the peak of the oil boom, 
the years from 1979 to 1982. Neither he 


. nor the legislature faced hard decisions. 


Now they must determine whether the 
budget-cutting solutions the Republicans 
have applied at the national level really 
apply to a low-tax, low-service state that 
has no income taxes and already ranks 
near the bottom in the country in spend- 
ing on social services. 

Many Democrats believe that Mr Cl 
ments has no intention of cutting taxes. 
He is not an ideologue, having little in 
common with the right-wing populists 
who dominate the Republican party in 
most sunbelt states; and since he has 
already announced that he will not seek 
re-election in 1990, he would have noth- 
ing to lose by retreating from his no-new- 
taxes stand. 

If Mr Clements abides by his campaign 
rhetoric, he will find scant support for 
cuts in the Senate, where the leaders are 
closely tied to the state's business and 
educational leaders. But if he opts for 
taxes, he will run into trouble in the 
House of Representatives, especially 
among members of his own party who 
hold 56 of the 150 seats and are virulently 
anti-tax. Last summer, the issue of the tax 
increase split the ruling conservative co- 
alition of Republicans and conservative 
Democrats, and whether the coalition can 
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be put back together remains in doubt. 

The way out for Mr Clements may be 
to propose a tax increase that he can pass 
off as tax reform. In 1984 Texas began to 
tax services such as dry cleaning for the 
first time. But professional services— 
legal fees, commercial property commis- 
sions, accounting fees, advertising ex- 
penses—remain untaxed. Some state tax 
experts estimate that the sales tax could 
be cut from 5.25% to 3.5% if service 
industries that currently pay no taxes are 
brought under the sales-tax umbrella. 
This proposal would undoubtedly stir up 
the opposition of some of the most pow- 
erful interest groups. But the only alter- 
native may be to pray for $35 oil. 


Mario Cuomo 
White knight, 
slightly soiled 


<< 


NEW YORK 


Now that he has won re-election as gover- 
nor of New York, Mr Mario Cuomo 
seems destined to begin campaigning in 
earnest. He did not have to exert himself 
to score a landslide victory on November 
4th with 65% of the votes, far surpassing 
the margins achieved even by Nelson 
Rockefeller, Thomas Dewey and Frank- 
lin Roosevelt. Although he continues to 
insist that he has no plans to seek the 
presidency, his overwhelming support in 
the state and his prowess as a political 
orator make him one of the most attrac- 
tive candidates in the Democratic party. 
The pressure on him now appears 
irresistible. 

Despite his protestations, Mr Cuomo 
has been talking and acting like a presi- 

itial candidate. He has a small circle of 

risers who brief him on national eco- 
uxanic issues and foreign policy. He plans 
to travel abroad, an obligatory exercise 
for a presidential candidate. And he has 
made known his view that Reaganomics, 
which has stimulated the domestic econo- 
my only to cause huge deficits in the 
federal budget and in the nation's balance 
of payments, is beginning to unravel. 
This, he thinks, could be propitious for 
the Democrats in 1988. 

Governor Cuomo's record over the 
past four years owes a lot to the recovery 
of the domestic economy and the ebul- 
lience of the securities markets. These 
trends have meant increased jobs and 
revenues for New York. Mr Cuomo has 
managed to reduce taxes while at the 
same time boosting spending by 42%. He 
can justifiably claim that things have gone 
well, but it is also true that his administra- 
tion has not dealt effectively with a num- 
ber of problems—among them housing, 
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public education and taxation. 

Mr Cuomo's conduct on his campaign 
also gathered criticism; it seemed to re- 
veal another side of the man who is 
sometimes called "Saint Mario" because 
of his penchant for theology and high 
moral debate. Although he had nothing 
to fear from Mr Andrew O'Rourke, his 
affable but inept Republican opponent, 
Mr Cuomo laid down such intolerable 
conditions for a debate that it did not take 
place until the last minute. He taunted 
and bullied Mr O'Rourke when the latter 
dared to telephone him on a radio ques- 
tion-and-answer programme. 

The governors campaign staff was 
headed by his son, who showed willing 
but seemed unlikely to avoid conflicts of 
interest between political dealings and his 
law practice. Between them, Mr Cuomo 
and his son resorted to rough, though 
legal, tactics to get rid of a challenger to 
Mr Cuomo's candidate for lieutenant- 
governor. In the Democratic primary 
they also passed over the eventual Demo- 
cratic Senate candidate, Mr Mark Green, 
in favour of Mr John Dyson, a rich and 
ambitious politician who contributed 
handsomely to Mr Cuomo's coffers. 

His re-election was a personal victory 
for Mr Cuomo. It did not translate into 
changes in the make-up of the state 
legislature, nor did it help Democratic 
candidates for Congress. So there may be 
reason for Mr Cuomo to be hesitant 
about throwing his hat into the presiden- 
tial ring. If he wants to make the race, he 
will soon have to assemble a professional 
campaign staff. Many of his difficulties 
can be traced to relying on too few and 
too inexperienced a group of campaign 
managers. 

His greatest disadvantage may be that 
despite the relative austerity of his regime 
as governor and his protestations of inno- 


» 
n 2 
= 
* 
D 
| ^ 
Ld 
- 
v + 
4 
BH 


s 
E 
B 
i 


t " 
LJ 


⁄ 
f 


Should Cuomo go marching in? 


AMERICAN SURVEY 


cence, Mr Cuomo is still widely regarded 
as a liberal, indeed as his party’s most 
prominent liberal. This reputation he 
mostly owes to a powerful oration at the 
Democratic convention in San Francisco 
in 1984 in which he eloquently reaffirmed 
the party’s traditional New Deal values. 
In most parts of the United States, cer- 
tainly in the south and west, liberalism is 
still out of fashion. Nor does it do Demo- 
crats much good in those increasingly 
populous parts of the country to be too 
closely identified with New York. Many 
Americans would be unlikely to turn to 
Mr Cuomo unless the economy deterio- 
rated to such an extent that Reaganomics 
could be pronounced a failure and some 
kind of New Deal Cuomonomics looked 
like salvation. 


College education 


No ardua, no astra 


A student generation whose materialism 
is cultivated rather than countered by 
higher education was the theme taken by 
the education secretary, Mr William Ben- 
nett, when he spoke at Harvard not long 
ago. The president of Harvard, Mr Derek 
Bok, called Mr Bennett's remarks super- 
ficial and misleading; but much the same 
picture emerges from three studies of 
undergraduate life released since then. 

The most comprehensive report, based 
on 10,000 hours of inspection and inter- 
views, is "College" by the Carnegie 
Foundation for the Advancement of 
Teaching. The longest perspective is of- 
fered by a survey of 20 years of freshman 
attitudes by the Co-operative Institution- 
al Research Programme. The most de- 
spairing is the cry for a national Marshall 
Plan for education, issued by the Ameri- 
can Association of State Colleges and 
Universities. All insist that something 
must be done to upgrade both students 
and faculty and to attract better people 
into teaching at every level. 

The past two decades have been a time 
of explosive expansion for universities, 
with a doubling of the number of bache- 
lors degrees granted from 460,000 in 1964 
to 986,000 in 1984. No institutions can 
grow so fast without some decline in 
standards. The decreasing interest in dif- 
ficult subjects, such as doctorates in sci- 
ence, and the increasing popularity of less 
demanding degrees, such as business 
studies, can be traced to lower admission 
standards. But career choices also reflect 
social values, as the freshman survey 
makes plain. The chief “life goal" these 
days is “being very well off financially", 
endorsed by 70% today compared with 
40% 10 years ago. The goal that shows 
the sharpest fall is "developing a mean- 
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ingful philosophy of life". 

As for the purpose of going to college, 
40% said it was "to improve my reading 
and study skills’—double the proportion 
15 years ago. Accordingly, remedial 
training is now offered by 84% of Ameri- 
ca's colleges. Most colleges make little 
attempt to filter out the ill-equipped: a 
third open their doors to any high-school 
graduate. Around two-thirds of colleges 
say they take little notice of student 
scores in the controversial scholastic apti- 
tude tests (SAT). Stop requiring them 
then, says Carnegie. 

Students say they want to go to college 
to qualify for a better job. Better, as 
defined by today's undergraduates, 
means the most money for the least years' 
training. Teaching has suffered the great- 
est loss of student interest, down 74% 
since 1968, and also the greatest loss of 
talent, with would-be teachers the poor- 
est academic performers of any career 
stream. But there has been a similar move 
away from all social-service occupations, 
from nursing to the clergy. One explana- 
tion is that women, as the main pool of 
service labour and now the majority of 
entering freshmen, have been diverted 
into more remunerative careers: four 
times as many women are choosing law, 
three times as many are going into medi- 
cine, and a third more are seeking doctor- 
ates than in 1970. 

Men, however, are turning away from 
all fields that require long training, even 
medicine and law. The star attractions are 
business studies, computer science and 
engineering, all of which channel college 
graduates into well-paid jobs. But stu- 
dents are highly sensitive to changing job 
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Even Harvard could do better, says Bennett to Bok 


markets: the slump in the computer in- 
dustry three years ago triggered an imme- 
diate 5095 drop in prospective computer 
graduates. And now that education re- 
form has become trendy, interest in 
teaching has begun to revive. 

Colleges like to talk about a renais- 
sance of the liberal arts, naming many 
firms that are willing or even eager to hire 
liberal-arts graduates. And indeed, al- 
though only 38% of liberal-arts majors 
find jobs as soon as they graduate, 94% 
are employed nine months later. But the 
liberal-arts revival is wishful thinking as 
measured by freshman preferences, for 
enrolments are relentlessly down: in En- 
lish by 80% over the past 20 years; in the 
humanities, the arts and the social sci- 
ences by 50%. 

It is this “pending demise of liberal 
education” that has led to prophecies of a 
cultural wasteland to come and, more 
specifically, skill shortages in many pro- 
fessions. Among the proposed solutions 
are broadening undergraduate training 
through an inter-disciplinary core curricu- 
lum; reviving altruistic values by intro- 
ducing a public-service requirement for 
students in both high school and college: 
and revaluing the art of teaching through 
awards for classroom work, as distinct 
from scholarship. This would bring aspi- 
ration in line with reality, since two-thirds 
of a 5,000-member survey of college fac- 
ulty confessed to preferring teaching to 
research and a third of liberal-arts college 
teachers were doing no research at all. 

The most ambitious reform proposal, 
and the least realistic in the light of 
current ills, calls for yet another huge 
expansion in student numbers while aim- 





ing for higher standards. The American 
Association of State Colleges and Univer- 
sities reviews the tiny percentage of mi- 
norities with college degrees—9% of 
blacks, 8% of Hispanics, 1.5% of native 
Americans—and concludes that “depri- 
vation of access to higher education is a 
form of bondage". Its answer is to set the 
goal of doubling the proportion of college 
graduates to 35% of the population by the 
year 2001 and sending the bill to the 
taxpayer. One test of the new governors 
and the new Congress will be whether the 
taxpayers' representatives choose to pay 
a first instalment. 


Family policy 


The good old, bad 
old days 
wasrincron of 


To the Democrats’ intense annoyance, 
the Republicans have been attempting to 
steal the family silver. Both parties, in 
fact, can champion with equal vigour the 
middle-America ideal of an “intact” fam- 
ily of two hard-working, God-fearing par- 
ents of children who are a credit to them. 
Contentious issues, such as abortion re- 
form and equal rights for women, are 
temporarily quiescent. What neither par- 
ty, as yet, knows how to deal with is that 
far-from-ideal, though common, family 
of a single parent bringing up deprived 
children on welfare benefits. 

The Republicans’ latest champion in 
the battle, Mr Gary Bauer, the under- 
secretary of education, does not advance 
the cause of knowledge very far. “Less a 
policy paper than a tantrum” is the ver- 
dict of Senator Daniel Patrick Moynihan. 
Mr Bauer's report, “The Family”, is o 
of three being prepared in response to ? 
Reagan's bid to find a new strategy for 
helping poor families. A second report 
analyses the relations between state and 
federal authority; a third will recommend 
changes in the welfare system. 

Mr Bauer implies that it was only Mr 
Reagan's election that brought free-and- 
easy times to an end. He recommends 
costly increases in personal tax exemp- 
tions to help families with children, and a 
curious tax incentive for adoptive par- 
ents. His main theme is unadorned con- 
servative doctrine: heavy government 
spending on welfare, by pinching the 
taxpayer and causing dependency, keeps 
poverty alive and well in America. The 
report contains at least one egregious 
error, confessed to by Mr Bauer: that Aid 
to Families with Dependent Children 
(AFDC), the main welfare benefit, is in- 
dexed to the cost of living (it is not). 
Littered with middle-class totems (bed- 
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time stories, Little League baseball, 
school pageants), it has no serious an- 
swers to the problem identified by the 
Catholic bishops in their report on eco- 
nomic justice: that it is necessary, some- 
how, to get money in order to bring up 
children. 

Mr Bauer says, although it hardly need- 
ed saying, that intact families are a good 
thing. Divorce, in the United States, is 
under state jurisdiction so Mr Bauer, an 
advocate of states' rights, can do little 
more than shake his head sadly. About 
welfare, he is fiercer: “The easy availabil- 
ity of welfare in all its forms has become à 
powerful force for the destruction of 
family life." He does not pursue the 
effects on family life of falls in the value of 
welfare, of unemployment, the shortage 
of cheap housing or the refusal of about 
half the states to pay welfare to a two- 
parent family (“One can only imagine 
»with horror", writes Mr Bauer, “what 
would happen to low-income intact fam- 
ilies if the centrifugal force of public 
assistance were applied to them in the 
same manner”). 

He is against mothers going out to work 
because he deplores the fall in the middle- 
class birthrate; but his concern is target- 
ed, primarily, at families in which women 
can choose, or refuse, to take a job. His 
most startling recommendation is that 
single mothers under the age of 21 should 
not be given subsidised housing, which 
means that they would have to live with 
their parents (often also single mothers) 
and that “AFDC benefits could be restruc- 
tured in a similar way". He accepts, 
presumably, that these mothers of very 
young children should be forced out into 
the workplace, thus tramping flat-footed 
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on the controversy at the heart of the 
welfare-workfare argument. 

To do Mr Bauer justice, he has 
wracked his brains to think of a way to 
discourage unmarried teenagers from 
starting families in the first place. The 
statistics are bleak: families headed by a 
woman account for only 8% of the popu- 
lation but 3196 of the poor. Mr Bauer has 
a point in arguing that teenagers should 
be taught to say as plain a no to sex as 


Appalachia 
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they are urged to say to drugs. A Twenti- 
eth Century Fund pamphlet, “Saving a 
Generation” by Miss Blanche Bernstein, 
reports that Atlanta schools have been 
carrying out an experiment along these 
lines: in order to keep the message plain, 
birth-control information is not included 
in their sex-education classes. Miss Bern- 
stein, unlike Mr Bauer, sees the merits 
for adding “If you can't delay, be 
careful". 





Not altogether done yet 


It is 25 years since the extraordinary 
poverty of Appalachia—the southern 
mountain region centred on eastern Ken- 
tucky, West Virginia and eastern Tennes- 
see—was brought to national attention. 
The anniversary was marked on Novem- 
ber Ist with a quiet symposium in Lexing- 
ton, Kentucky to honour Mr Harry Cau- 
dill, the author whose writings played a 
large part in persuading Presidents Ken- 
nedy and Johnson to set up the Appala- 
chian Regional Commission. It was also 
marked, in Washington, by yet another 
brush with death for the ARC itself. Mr 
Reagan asked for its money to be elimi- 
nated from the budget for fiscal 1987. Its 
work, he said, was done. 

The tall, fiery-tongued Mr Caudill orig- 
inally agreed with the president; he 
thought a “Southern Mountain Author- 
ity", as he called it, ought to be able to 
bring Appalachia up to the national stan- 
dard of living within two or three de- 
cades. The Tennessee Valley Authority 
had, after all, done as much for the 
neighbouring Tennessee Valley, inspiring 
an industrial boom by bringing in cheap 
power. Appalachia had perhaps been 
ravaged for too long by the combined 
efforts of careless mountain farmers and 
the lumber and coal companies; but if 
federal officers provided the encourage- 
ment and much of the money the local 
authorities might eagerly improve mat- 
ters. 

Over the past 21 years the ARC has 
poured $5 billion into a wide "Appala- 
chian" region, with another $10 billion 
coming in from other sources. The gover- 
nors of the 13 states covered by the 
commission fervently support it, and each 
year they are careful to draw up a current 
Appalachian development plan. There 
has been notable success, in patches. The 
area encompassing Bristol, Kingsport and 
Johnson City, in Tennessee, has pros- 
pered on chemicals and electronics; it 
grew by 11.1% between 1979 and 1985, 
the second-fastest growth in the state. 
Beckley, West Virginia, once just anoth- 
er dusty coal town, has become a regional 
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medical centre; Charleston, the state cap- 
ital, has attracted numbers of computer 
firms. 

Medium-sized towns of a rather stark 
prettiness, such as Whitesburg, Hazard 
and London in Kentucky, now boast 
boutiques as well as the coal-carrying 
railways that often run down the centre of 
the main streets. Over the region as a 
whole, the percentage of people living in 
poverty has fallen from 31% in 1960 to 
14% in 1980. Income per person, which 
was 79% of the national average in 1960, 
is now 85%. The population appears to 
have stabilised, with about as many peo- 
ple coming in as leaving. 

Other statistics cast doubt on what the 
ARC has accomplished. Barely half the 
children in the area finish high school. 
Unemployment, which for years has been 
two to three percentage points higher 
than the national average, was twice as 
high last March in a quarter of the moun- 
tain counties. Three-quarters of these 
unemployed are thought to be functional- 
ly illiterate, meaning that they are virtual- 
ly unable to apply for work even if the 
jobs were there. In West Virginia, the 
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y state entirely: within the ARC t, 
ji of the mining and manufacturing 











ourney through central Appalachia turns 


ailers on the hillsides, collecting. disco- 
red drinking water in buckets and 
hrowing their rubbish and sewage in the. 
creeks, as if the commission had never 
happened. —— 

"The ARC's first priority was to bring in 
'oads to link the mountain towns to the 
nterstate system, down which develop- 
ment might come. Road- -building has reg- 
ularly swallowed up two-thirds of the 
ymmission’s budget; almost 2,000 miles 
have been laid, and the remaining sec- 
ions are meant to be finished by 1990. 

Local people say they. want roads, and 
certainly the inhabitants of Mingo, Lin- 
coln and Boone Counties, in West Virgin- 
ta, look forward to the day when they can 
get comfortably to Charleston. But roads 
-are still built only between the "better" 
towns, leaving the poorer places as 
stranded as before. And business is still 
' deterred by both the relative isolation of 
the mountains and simple topography: 
there is not enough flat land, in most 
places, to build factories. 

The commission still hoped that devel- 
opment might appear if the people were 









































































A year ago five rivers in West Virginia 
broke their banks, killing 48 people and 
sweeping away the homes of nearly 
10,000 families. The president declared 
about half the state, including some of its 
^. poorest and most remote districts, to be 

“<a disaster area. It was reckoned that 
© West Virginia needed around $550m to 


s have disappeared since 1979. A — 


up great numbers of people still. living in - 
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at least healthy enough to compete for 
jobs. Its greatest achievement has been to 
install a clinic or a doctor in every one of 
the 397 counties in the system. But many 
of the people, even if healthier, remain 
profoundly demoralised. Dependence on 
hand-outs, either from mineral compa- 
nies or from “the Feds" in the form of 
welfare or food stamps, is now a tradition 
that is decades old. By an irony, most of 


Rebuilding West Virginia 


WASHINGTON, DC 


.set it back on its wobbly feet: so far it has 
received $12m. The relief agencies which 
surged into the state in the wake of the 
flood trickled out again. And most of the 
people who lost their homes face another 
winter of camping in half-repaired dwell- 
ings or in trailers, doubling up às best 
they ci can. 


| rescue dropout | from the igh schools a 
and to offer vocational training, they still | 


- his state. Quite a lot of 
American way, bringing relief. 
m good American cash is wanted 





have neither the education nor the incen- 
tive to do much else. 

If the ARC is to continue, as it now 
thinks it might with a Democratic Con- 
gress, it will have to produce new tasks 
for itself. Education could be the first of 
these. Unless the children of Appalachia 
can be educated up to at least the national 
average, they will never prosper. The 
recent schools reforms in many southern 
states merely cast in more glaring light the 
ignorance rampant in the mountains. 

The commission also faces a dilemma 
about its own authority. In order to win 
support from Congress when it was estab- 
lished, the ARC was stretched to cover 
regions that were only marginally Appa-g 
lachian and, frequently, quite capable of 
prospering by themselves. A commission 
that limited itself to the seven central- 
Appalachian states might target money 
where it is truly needed. But in the 
process, so many congressional friends 
might be lost that the commission would 
not survive. And in Appalachia any com- 
mission is better than none at all. 


West Virginians would be even further 
from the front of America's mind if it 
were not for the staunchness of three 
people who run a volunteer relief pro- 
gramme, People for America, from a 
Maryland suburb——-Mrs Donna Schriver, 
Mr Danny Harris, a plumber, and a third 
director who looks after the accounts. 
With a handful of helpers, the three 
collect and recycle everything from 
bricks and blocks to cars and refrigera- 
tors and the kitchen sink. They also co- 
ordinate, more or less, the carpenters, 
electricians, plumbers and others who 
give their time and skills to help the West 
Virginians put their homes together 
again. Religious groups—Mormons, 
Mennonites, B'nai B'rith-—dispatch vol- 
unteers from far-away states; some of 
the teams return again and again. 

But the need, above all, is for money. 
Mrs Schriver, somewhat against her self- 
help Norwegian-Minnesotan grain, is 
turning herself into a fund-raiser. With 
the best will and resourcefulness, the 
scrap-heaps and the volunteer builders 


. cannot provide the insulation and roof- 


ing material to make partly rebuilt or 


repaired houses habitable. Last Christ- 


mas, when a group of distinguished folk 


| were asked to make their Christmas 
wishes, Senator Robert Byrd of West 
| Virginia, who is now Senate majority 


leader, wished for faster d relief for 
































































The meeting 


The leader of the world’s leading Com- 
munist party is finding it tougher than he 
thought to make a revolution. It was not 
the meeting that did take place in the 
Kremlin this week, but the one that 
should have by now but hasn't, which was 
probably uppermost in Mr Mikhail Gor- 
?bachev's thoughts as he sat through the 
winter session of the Soviet parliament, 


the Supreme Soviet. The parliament met. 


from: November 17th to. 19th to approve 
the party's plan and budget for 1987. But 
still missing from this year's political 
calendar is the much. more. important 
meeting of the Communist party s. Cen- 
tral Committee on "cadres" policy—in 


other words, the meeting that will decide 


who's in and who's out of the party 
hierarchy, and why. 


It was Mr Gorbachev himself who. 
announced earlier this year that this sub- 


ject was next on the Central Committee's 
agenda. The committee's meeting on the 


subject was first billed for last month. 


Earlier this month Mr Yegor Ligachev, 
the Kremlin's chief ideologist, confirmed 
that it would still take place, but gave no 
date. Continued postponement. suggests 
aat the "resistance" Mr Gorbachev ad- 
tits is taking place around the country to 
nis plans for economic change finds an 
echo from some of the party's. higher-ups 
too. 
For his promised second revolution to 
succeed, Mr Gorbachev not only has to 


change the way Soviet managers manage; 


he also needs to change the way 





government and party bureaucrats, who p 
manage the managers, work. Back. an 
February, before the party congress, © 
there had been brave talk of ee jon | 
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àccustomed t to » the Siria ms in own 
years. | P 
a The Gorbachev broom has been wi 





Vr Gorbachev still. 
can't get them to 





months of power, he was quick to fill 
several conveniently vacant slots in the 


ruling Politburo: some of the old hang- 


overs from the Brezhnev years had died; 
some lumbered off quietly into retire- 
ment; others, such as Mr Gorbachev's 


chief rivals, Mr Grigory Romanov and Mr 


Viktor Grishin, were unceremoniously 
bounced. But there the big changes 


stopped. 
Those at the top M survived past the 


party congress, which ended in March, 


have dug in their heels, Despite contin- 


ued criticism of their republics’ wrong- 


doings, two old Brezhnevites, Mr Vladi- 
mir Shcherbitsky, party boss in the 
Ukraine, and Mr Dinmukhamed Kunaev, 
the man. from Kazakhstan, have kept 
their Politburo seats. Neither poses a 
direct threat to Mr Gorbachev, but so 
long as they hang on to their jobs they are 


living. proof of the limits to the new 


leader’ s authority. 


Sire to get the Soviet Union moving again, 


which, 


"Others may share Mr Gorbachev's « 


but they do not necessarily agree how to 
go about it. Mr Ligachev, for one, worries 
about party authority and party members’ | 
morale as the greater openness Mr Gor 
bachev has encouraged makes it clear jus 
how badly the party ran things in the past. 
The prime minister, Mr Nikolai Ryzhkov, 
has the job of enforcing any changes that 
are introduced into the economic system. 

Both men sound more cautious than 
their boss. Even Mr Gorbachev admits he 
has no blueprint for reform. Small won- 
der that even those who wish him well 
prefer to wait and see what results he 
comes up with before hitching their ca- 
reers to his bandwagon. 

. Results. so far have been mixed. At 
210m. tonnes, this year's grain harvest 
looks good—but only by comparison with 
the awful harvests of the past five years: 
it is now admitted, average 
180.3m tonnes and were 25% below tar 
get. Although industrial growth is run 
ning at a healthy-sounding 5.196 so fa 
this year, it is planned to rise by a slowe 
4.4% in 1987. Mr Nikolai Talyzin, th 
head of the state planning agency, admit 
that the hoped-for "qualitative" break 
through in the economy has not ye 
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eform. The really hard part—making 
ood the talk of greater efficiency, im- 
ved productivity, | flexible manage- 
nt and industrial innovation-—is still to - 
me. 

nm an off-the-record chat. with. some 

prominent writers last summer, Mr Gor- — 
thev is said to have admitted. quite 

ntly that “the economy is in a mess" 

| has. been getting that way steadily for 

20 years. He talks of “open sabotage” 

y some unnamed officials. There is 

Yethod in this bluntness: the blacker the 

icture he paints of the past, the brighter 

jill his own achievements seem—and the 

more time he can hope to win to tackle 

Russia's economic troubles. 

|: But on the evidence so far Mr Gorba- 

chev’s "revolution" is itself pretty unre- 

olutionary. It also threatens to fall be- 

tween two stools. It may not be 

adventurous enough to improve. perfor- 

‘mance, but even the modest changes 

eet so far are clearly econ to 




































































This is a story we are glad to report, with 
one baffled footnote. It tells something 
good, but also something worrying, 
about Mr Mikhail Gorbachev's Russia. 

Six weeks ago, on October 11th, we 
wrote a leading article about Mr Gorba- 
chev's policy of glasnost, meaning some- 
thing like "openness". The article com- 


Officials to be a lot franker than they 
used to be about such things as the Soviet 
-cruise ship that sank in the Black Sea and 
- the Soviet nuclear submarine that went 
down in the Atlantic. There were still, 
however, marked limits to this glasnost, 
we observed. 

Bs | occurred. to us that one way of 
i nding out how. far the new openness 
went would be for The Economist to 
te a lette to Pravda, disagreeing with 
something it h 









































dh s probably due r jan 0 experiments e 


mended Russia's leader for having | 
encouraged his country's journalists and 


it had written, and seeing if 
wda would print it. After all, like . b 
British papers, we quite often print. <- 
letters from Russians, including Russian — ( 
rnalists, who. disagree with us (see _ 
| 8 this. week). The same does not. 
e way round. "We will bt A 









bs creating a a new a to over! 
control in factories, 
factories test their standards in com 
tion in the market-place. — 
However, the Supreme Sovi t did pass 
a new law which would al low Soviet 
citizens to earn money legally by opening 
small restaurants, using their cars as taxis, 
or setting up small repair shops or hair- 
dressing rooms (though gambling dens 
are not allowed). Like the decision earlier 
this year to allow farmers to sell more of 
their fruit and vegetables through private 
or co-operative shops, the new law should 
make life a bit easier in a country notori- 
ous for its lack of services. But the idea is 








| Thank you, Viktor Grigorievich 


esting thing was that the American me- 
dia had been able to discover the deceit 
and denounce it so swiftly and angrily. 
This is much likelier to happen when 
newspapers and television programmes 
are independent of the government. 
Real glasnost, we suggested, would re- 
quire the statements of the Soviet gov- 
ernment and the Soviet Communist par- 
ty to be open to routine examination and 
cross-checking by people outside that 
government and party. 

This detter was sent | in both Wi 


from a Prav 

copy af oi 

openness” 

friendly. Pravda e 
said he tt 





instead m letting - 





se who already NM a state pr 


| part in the new scheme. And 


‘there will be strict limits on the new 
| n 


eh ! can. enki be nd 





expedi their scd new. W teader | to ) pro- 
duce the better life he promises in return 
for the extra effort he demands. Although 
his crack-down on corruption has been 
quite popular, Mr Gorbachev cannot ex- 
pect his political honeymoon to go on for 
ever. 

If one man’s energy were enough to 
make a revolution, Mr Gorbachev would 
be well on the way to success. On his get 
acquainted trips around the Soviet Unio 
he has used every public platform, from 
the Soviet Far East to Moscow, to wag his 
finger at those who cannot match up to 





A telex oti inquiry went off to Mr Afana- 
siev. And then, on November 13th, 
there it was, on page 5 of the Soviet 
Communist party's daily, rather solemn- 
ly headed "Letter from St James's 
Street". 

This is, we gather, comedii of a 
coup. Soviet papers get a lot of letters, 
many of them from people who are 
encouraged to write on themes chosen 
by the paper. But most of these letters 
are used as raw material for articles 
written by members of the staff. Not 
many letters actually get printed; even 
fewer that are critical of something the 
paper has said (or the Soviet government 
has done); fewest of all, letters. of dis- 
agreement from foreigners, though a. 
western ambassador or two have lately 
got letters in. Ambassadors apart, some 
students of parakremlinology (to pinch a 
word invented by the Daily Telegraph's 
Peter Simple) reckon we. may have 
scored a first. May others. follow, with- 
out our resort to public challenge. Thank 
you, sincerely, Viktor Grigorievich. 

"And the baffled footnote? Pravda 
printed à reply to our letter—five times 
as long as the letter. The proportion is 
flattering. The defensiveness it implies 
(or maybe the sheer unfamiliarity. of 
being argued with?) is depressing. The 
Economist hardly ever adds even the 
briefest reply when it prints critical let- 
ters from readers, on the p that we 
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n heard to meat «is not giving up 
thout a fight". It would help if Mr 
rorbachev could at least persuade doubt- 
rs in his own party to back him more 
wholeheartedly. Hence the importance of 

at party meeting to clear out more of 
the dead wood. | 
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A to Z of terrorism 


FROM OUR PARIS CORRESPONDENT 















An anonymous telephone call and a rain- 
soaked communiqué found by a passer-by 
quickly confirmed the suspicion of the 
French police that Action Directe, a 
terrorist gang, had killed Georges Besse, 
































"Killing by letters? 


the head of the Renault car company. His 
murder, as he was returning to his Paris 
_ flat on November 17th, came as a particu- 
< lar shock to France because of Renault's 
large place in the public's mind. 

. Renault is one of France's biggest and 
best-known industrial companies. Besse 
himself was as much a national figure as 
Mr Lee Iacocca in America or Mr Gianni 
gnelli in Italy. Smiling and accessible, 
he was a tough manager with a famous 
temper. In just under two years at Re- 
nault, he cut the state-owned car giant's 
losses in half, at the price of heavy 





icies, but they joined in the widespread 
expression of disgust at his murder. 

` The shooting, apparently by two young 
women, catches the government of Mr 
Jacques Chirac during what it hoped was 
a respite from terrorism. Bombings in 
Paris stopped after a murderous wave in 
the cbe half of pn The bombs 






pees hal Man. | 


























sackings. The unions disliked Besse’s pol- 


Alth ugh Action Directe" s communi- 
qués use a garbled language of the left, 
"nihilist" is probably the best descrip- 
tion for the band, which is in league 
with West. Germany’ s like-minded Red 
Army Faction (RAF). The French group 
appears to have no clear aims. beyond 
terrorising the. upper reaches of the 
government and the industrial establish- 
ment. Action Directe used to content 
itself with bombings that did not kill, 
but since the declared alliance with its 
German counterpart around two years 
ago it has turned to murder. 

Faced with the apparent arbitrariness 
of the group's choice of targets, some 
policemen even once suggested the des- 
perate theory that Action Directe and the 
RAF were working their way through the 
alphabet from opposite ends. In January 
1985. Action Directe claimed the murder 
of René Audran, a senior official at the 
French ministry of defence. The next 
month, the RAF said it had killed Ernst 
Zimmermann, a West German aerospace 
boss. Since then, however, the two 
groups have stuck with “B”. Last July, the 
RAF claimed the killing of Karl Heinz 
Beckurts, a director of Siemens, West 
Germany's big electronics group; and in 
October it shot dead Gerold von Braun- 
mühl, who was political director of the 
West German foreign office. 

A more plausible thread is that all the 
victims were senior members of what the 
killers would call their country's “‘mili- 
tary-industrial complex". Last year, Ac- 
tion Directe and the RAF announced they 
would strike at NATO and “capitalist im- 
perialism". Georges Besse does not at 
first seem to fit the pattern. But his last 
job but one before Renault was running 
COGEMA, France's producer of nuclear 
fuel. France's modern terrorists have long 
memories.. | 


Nuclear-free zones — 
Now look again 


After watching the cracks open between 
the United States and its European allies 
after the Reykjavik summit last month, 
the Russians are doing their best to widen 
them. On November 15th, during a visit 
to Finland, Mr ios e curd second- 




























some shorter-range missiles based near 
the Baltic. The Russians hope this will 
give a new push to the call for a "nuclear- 
free" zone in northern Europe. x 

Of course, declaring bits of territory: 
free of nuclear weapons does not make 
them safe from nuclear attack, a point 
often lost in the panic about nuclear 
versus non-nuclear defence in Europe. 
All the same, the Russians know that 
such nuclear-free zones have long ap- 
pealed to the European left and to promi- 
nent worthies, such as members of the 
Palme commission. Voters in the Nordic 
countries have recently shown support for 
a nuclear-free zone in their part of 
Europe. 

Mr Ligachev was not telling the whole 
truth. According to western intelligence 
reports no Russian medium-range mis- 
siles have been based on the Kola penin- 
sula since the old Ss-5s were withdrawn in 
the early 1980s. Their successors, the 
mobile ss-20s, can reach anywhere in 
Western Europe from their new bases, 
such as the one near Yedrovo (see map’ 
The short-range missiles such as the Frog 
7 and Scud-B on the Kola peninsula win 
apparently remain. 

Nor does Mr Ligachev's offer to with- 
draw some of the shorter-range missiles 
near the Baltic add up to much. The 
Russians are in the process of introducing 
a new generation of highly mobile short- 
range missiles to replace their older ones, 
such as the SS-12, many of which are being 
withdrawn. Because they can be trundled 
about more easily, some of the new ones 
will be based at different places in the 
same general area. 

These new weapons (SS-21s. and sS-23s) 
are also more deadly than the old ones. 
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Their greater mobility makes them hard- 


er to knock out; they are much more 
accurate than their predecessors; they 


need much less preparation before firing. 


They yare therefore better suited to deliv- 
ive strikes. Even if some 





withdrawn from a zone along the border 
between NATO and the Warsaw pact 
countries, they could be flown back with- 
in hours, ready to lob nuclear warheads at 
the West. 


West Germany 


Tell us what you're 
there for 


FROM OUR BONN CORRESPONDENT 


West Germany’s liberal Free Democratic 
party, the junior partner in the Bonn 
coalition, is not the party it was. It is also 
sorely trying the patience of the chancel- 
lor, Mr Helmut Kohl. He wants the Free 
Democrats to be returned to parliament 
in January’s election, so that they can 
lend their liberal flavour to the centre- 

ight alliance for another four years. But 
b: Free Democrats are badly divided 
over policy and lack the leadership that 
would give them real voter-appeal. 

The issue that divides the party is how 
best to fight terrorism, to whose victims 
was last month added a senior foreign 
office official in Bonn. The Free Demo- 
cratic leadership had agreed with the 
other two coalition parties, Mr Kohl's 
Christian Democrats and the Bavarian- 
based Christian Social Union, on a draft 
"supergrass" law designed to encourage 
terrorists to testify against their former 
partners in crime. It would allow even 
murderers to escape sentence if they 
provided information on other killers. 
Part of the Free Democrats' rank-and-file 
promptly rejected the idea. Mr Martin 
Bangemann, the party's leader, cobbled 
together a compromise to put to the 
party's pre-election congress on Novem- 

r 21st and 22nd. But his coalition 

rtners reckon the new version is worse 
wan none at all. 

This dithering so close to a general 
election reflects badly on Mr Bange- 
mann. He is a chubby, jovial man who 
has both eloquence and wit, but he lacks 
the political weight and tactical skill of Mr 
Hans-Dietrich Genscher, his predeces- 
sor. Mr Bangemann has the job of eco- 
nomics minister in Mr Kohl’s coalition, 
succeeding his party colleague, Count 
Otto Lambsdorff (see box). But in that 
job, too, he has been easily overshad- 
owed by the Christian Democratic fi- 
nance minister, Mr Gerhard Stoltenberg. 
Even for a bigger party all this would be a 
liability; for the Free Democrats, who 
have to strain to win the 5% of votes 
needed to qualify for seats in parliament, 
it could be disastrous. 

In their previous coalition, with the 
Social Democrats, the Free Democrats 
had four ministers—foreign affairs, eco- 
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FROM OUR BONN CORRESPONDENT 


Count Otto Lambsdorff has been down, 
but not out, since resigning two years 
ago as economics minister to face bribery 
and tax-evasion charges. This summer à 
Bonn court dropped the main charge 
against him, that he was bribed while a 
minister to give tax concessions to the 
Flick industrial group. Now his star is on 
the rise again. 

Judgment on another charge, that he 
aided and abetted tax evasion on behalf 
of his Free Democratic party while local 
treasurer in the state of North Rhine- 
Westphalia, will not come until after the 
general election on January 25th. Even if 
he is found guilty, his political future is 
not likely to suffer. Tax evasion by West 
German political parties is known to 
have been widespread for years, and 
Count Lambsdorff is not accused of 
lining his own pockets, 

Political foes who hoped the eloquent 
and abrasive count would pipe down 
after losing ministerial office have been 
disappointed. As economics spokesman 
for the Free Democrats in parliament (a 
job he also had before going to the 
ministry in 1977), Count Lambsdorff has 
kept himself firmly in the public eye. At 
times there seem to have been half a 
dozen Lambsdorffs, lashing the Social 
Democratic opposition, chiding his 
Christian Democratic coalition partners 
for pussy-footing on cuts and subsidies 
and tax reform and telling his own party 
what its policies are before it knows 
itself. 

Count Lambsdorff has carefully avoid- 
ed criticism of his successor as economics 
minister, Mr Martin Bangemann, who is 
also leader of the Free Democrats. But 
for many the Lambsdorff fireworks dis- 
play has consistently outshone Mr Ban- 
gemann's lack-lustre performance. If Mr 
Bangemann were to slip badly as party 
leader, Count Lambsdorff would be 
strongly placed to fill the gap. Back in 





nomics, interior and agriculture—all with 
pretty high profiles. Now they have only 
three. One is Mr Genscher, who has been 
foreign minister since 1974. The second is 
the luckless Mr Bangemann. The third is 
the justice minister, Mr Hans Engelhard, 
who is little known and generally seems 
half-asleep. With so little sparkle at the 
top, it is hard for voters to see what the 
party stands for. The Free Democrats talk 
a lot about a liberal social policy (imply- 
ing less state aid and more self-help) but 
that does not distinguish them much from 
the Christian Democrats. 

Mr Kohl has two big fears. One is that 
the general election might bring a result 
like the one in Hamburg on November 
9th, where neither of the big parties won 
a majority. The Free Democrats there 


Out like a Lambsdorff, in like a lion 
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the late 1970s he was widely seen as the 
"crown prince" to the then party leader, 
Mr Hans-Dietrich Genscher. And it was 
he more than Mr Genscher who drove 
the Free Democrats to break their alli- 
ance with the Social Democrats in 1982 
and force a change of government. 

That action at first made the count a 
lot of foes on the left wing of his own 
party. But he has since shown just as 
sturdy an independence in the new coali- 
tion of the centre-right as he did in the 
previous centre-left one. He can hardly 
want to go back to the economics minis- 
try even if the job became available, and 
it is not clear what other cabinet posts 
might be open to the Free Democrats 
after the January election. So he may 
decide to stick to his present parliamen- 
tary role, which gives him influence and 
as good a springboard as any to higher 
things in his party. 
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His long wait may soon be o 


failed to surmount the 5% hurdle, leaving 
the radical Greens as the only other party 
in parliament. 

Mr Kohl’s other concern, incongruous 
though it seems, is that his own party and 
its Bavarian cousin might win an absolute 
majority in January, and thus be able to 
govern without Free Democratic support. 
In that event his old rival, Franz Josef 
Strauss, the Bavarian leader, would al- 
most certainly demand and get the jobs of 
vice-chancellor and foreign minister. The 
Bavarians are fervently hoping that the 
Free Democrats will not make it. 

They have been written off before, but 
have somehow always managed to haul 
themselves across the 5% mark in a 
general election. Last time, in March 
1983, they won 7%. Voters’ fear of either 
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Social Democrat-Green coalition in ee, 
onn or Mr Strauss throwing his weight immigrant 





about could keep them over the mark in 
January. But the West German party 
andscape is changing. Traditional loyal- 
ties are breaking down. If the Free Dem- 
Ocrats are to survive as a parliamentary 
force, they have to find a way to make 
hemselves worth voting for. 


Spain. 
That Rocky feeling 


FROM OUR SPAIN CORRESPONDENT 





Have Muslims i in Melilla, one of Spain's 
two enclaves in Morocco, been listening 
too hard to Spain's pleas for sovereignty 
over that British enclave, the Rock of 
Gibraltar? Earlier this month the Muslim 
. community of Melilla approved a resolu- 
tion describing the city as an “Arab, 
:.Muslim city of the Maghreb", to the 
- anger of its 40,000 Spanish inhabitants, 
.and.to the embarrassed satisfaction of 
"Morocco, which claims sovereignty over 
. Ceuta and Melilla but is on good terms 














with Spain. 


nmigrants, and have no national or civic 
status, either Spanish or Moroccan. Talks 
broke down recently between the govern- 
ment in Madrid and Melilla's Muslims on 
their rights to Spanish citi: 'enship. Only 
418 members of the community have 
been. granted Spanish nationality so far 
this year, out of an estimated total of 
17,000. Muslims say they will print their 
own identity documents if they cannot 
obtain official ones. In their view the 
ideal would be dual Spanish-Moroccan 
nationality for all the inhabi ants of Ceuta 
and Melilla. i 

The citys Muslim. leader; Mr Omar 








Mohammed Dudu, last week gave up his 


highly-paid post as consultant on Muslim 
affairs in the Spanish interior ministry 
after serving only two months. Pressure 
by Islamic fundamentalists, whose influ- 
ence is growing in the enclaves, seems to 
have been responsible. : 

He is also urging parents to withdraw 
Muslim children from Spanish schools 
unless they are taught Arabic and the 
Koran and suggests that a “parallel” 
Muslim administration should be set up if 


Kisses for Amigo Felipe 


FROM OUR SPAIN CORRESPONDENT 


Spaniards not enamoured of diplomatic 
niceties were asking themselves what 
their prime minister, Mr Felipe Gonza- 
lez, thought he was up to on his nine-day 
visit to Ecuador, Peru and Cuba which 
ended on November 16th. The answer is 
that there are few things Mr Gonzalez 
enjoys more than a warm embrace with a 
Latin American leader followed by a 
long if inconclusive gossip on the re- 
gion's affairs. After discussing first eco- 
nomic co-operation in Ecuador, then 
terrorism and Latin America's debts in 


chattiest time of all in communist Cuba. 

After falling into each other's arms, 
Mr Gonzalez and Mr Fidel Castro ad- 
dressed each other throughout n. two- 
day visit with the comradely "tu". Mr 
Gonzalez praised the “sincere ‘annem 


gence” which he had enjoyed with Mr 
Castro since he first visited Cuba ten 
years ago as a leader of the Spanish 
Socialist party. Members of Mr Gonza- 
lez’s entourage squirmed when during a 
reception he light-headedly praised the 
Cuban leader for being a “freedom- 
fighter”. Together the two men sampled 
Cuban night-life, and a somewhat dis- 
hevelled Mr Gonzalez was kissed and 
hugged by chorus girls in a cabaret. 
The Cuban. and Spanish leaders ex- 
pressed support for the Contadora 
group’s timorous and so far wholly un- 


Peru, Mr Gonzalez settled down to the 


ship based on friendship and diver- 


ica and for Argentina's protest against 
Britain's 150-mile fish-conservation zone 
around the Falklands. Mr Gonzalez re- 
newed an invitation to Mr Castro to visit 
Spain, first made by a previous Spanish 
prime minister in 1978. (Mr Castro did 
spend a few hours in Madrid airport 
between flights in February 1984, but he 
has never stopped by for an official 
chinwag.) 

In return, Mr Castro promised that 
before Christmas he will release Mr Eloy 























of illegal E 


He a taotles the pae 
decision to appoint a police officer, Mr 
Manuel Cespedes, as its delegate in Meli- 
lla. Between November 15th and 19th 
many Muslim-run shops closed down in 
the town, and Mr Dudu has called a 
demonstration for November 22nd.. 

Representatives of Ceuta’s 14,000 or so 
Muslims say they support their brethren 
in Melilla, and Mr Dudu hopes the two 
enclaves will co-ordinate future protests 
against the Spanish government. To try to 
prevent this, interior ministry officials 
met a Ceuta delegation on November 
18th and proposed to issue Muslims with 
provisional identity documents pending 
the granting of Spanish citizenship, a 
formula which Mr Dudu rejects on = 
ground that it would slow down the 
process and act as a filter. 

Spanish officials are trying to pl 
down events in Melilla but admit i 
private that they are concerned by the 
"Algerianisation" of the enclaves. The 
government is willing to reopen talks with 
Melilla s Muslim community, though 
“never again with a histrionic character 





Gutierrez Menoyo, a Spaniard who has 
spent 21 years in Cuban jails. He also 
agreed to pay: $40m compensation to 
Spaniards dispossessed after the 1959 
revolution in Cuba; the Spanish govern- 
ment was asking for $70m-110m. 

Cuba's leader pinned on to the lapel of 
his "dear friend Felipe" the order of José 
Marti, named after a nineteenth-century 
father of Cuban independence. This is 
Cuba's highest distinction, which Mr 
Castro has conferred on only. a small 
elite of leaders: such as the late Leonid 
Brezhnev, Erich Honecker of East Ger-  _ 
many, Kim Il Sung of North Korea and 
now Felipe Gonzalez of Spain. | 















successful peace effortsi in Central Amer- Ce | 
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. EUROPE 
like Mr Dudu,” said one official, provid- 
ed the agenda sticks to social and humani- 
tarian issues. Ceuta and Melilla are Span- 
ish towns, the official line goes, and their 
status is not up for negotiation. 
This is for the benefit not only of the 
Moroccans, who have had discreet con- 
= tacts with Mr Dudu, but also of the 
— Spanish military establishment. The en- 
— claves have been Spanish for more than 
four centuries and officers consider them 
as much a part of Spain as, say, Granada 
. or Valencia. Squabbles in recent weeks 
over pardons for Basque separatists, and 
a government decision to allow democrat- 
ic officers dismissed during the Franco 
dictatorship to return to the forces, have 
upset some military men. The govern- 
ment is anxious to reassure them that it is 
coping with events in Ceuta and Melilla. 





Greece 
Now get out of this 


FROM OUR ATHENS CORRESPONDENT 





Mr Andreas Papandreou, once the un- 
challenged leader of Greece's ruling So- 
cialist party, is in a tight corner. Mutinous 
dissent is not normally the form in his 
party, which controls 156 of the 300 seats 
‘in the Greek parliament. Since they won 
power five years ago, the Socialists have 
=- looked like a one-man party, and that 
. man has been Mr Papandreou. But the 
‘bashing they took in last month's local 
elections has shaken their customary loy- 
alty. Some are talking of leaving the 
party. Prime ministerial hopefuls are 
more hopeful than usual. Mr Papandreou 
is clearly nervous: he has postponed for a 
fortnight the meeting of the party's Cen- 
tral Committee that had been scheduled 
for November 29th in the hope that 
tempers, and anxieties, will cool. 





Papandreou ponders his next trick 
A 54 


In the local elections last month voters 
protested against frozen wages, runaway 
rents and ever more infuriating bureau- 
cratic incompetence. Mr Papandreou pre- 
sumably knew that his belated attempt to 
reduce inflation and the trade deficit 
would be unpopular, but he probably did 
not foresee how unpopular. The Social- 
ists lost Athens, Salonica and Piraeus to 
the conservative opposition. Mr Papan- 
dreou then won little credit by apparently 
trying to shift the blame. Four of his 24 
ministers were sacked, and the number of 
under-secretaries in the government was 
cut by half. Not good enough, muttered 
the malcontents. 

The sense of shock is reinforced by the 
fact that a number of Socialist officials 
have been put under investigation in 
alleged cases of bribery and embezzle- 
ment. Embarrassed, Mr Papandreou has 
promised reforms to speed up the judicial 
process but has shied away from a parlia- 
mentary debate on the general question 
of governmental probity. Not good 
enough either, came the grumbles. 

When it eventually meets, Mr Papan- 
dreou will have to convince his party's 
140-member Central Committee that he 
has not quite lost his old magic. His 
previous political conjuring tricks include 
the withdrawal of support last year for the 
re-election of the conservative President 
Karamanlis in favour of Judge Christos 
Sartzetakis; this rejuvenated the party in 
the nick of time for the 1985 general 
election. But Mr Papandreou's ability to 
pull rabbits out of the hat is not infinite. 


Some people in Athens believe that the ` 


prime minister will call an early general 
election—it does not have to come before 
mid-1988—to rally the Socialist party be- 
hind him. But with morale in the dumps 
Mr Papandreou can hardly relish a rush to 
the polls. A likelier device to cheer his 
party up is electoral reform. A shift to a 
purer form of proportional representa- 
tion, one idea that is being canvassed, 
would end the Socialists’ days of single- 
party rule. But it would also buy valuable 
Communist support. And, most impor- 
tant, it could deny the conservative New 
Democracy party a working majority in 
the next parliament. 


Eastern Europe 
Don't make a stink 


FROM OUR CENTRAL EUROPE CORRESPONDENT 


Though it keeps it quieter, Eastern Eu- 
rope manages to foul itself as badly as 
Western Europe. While the row contin- 
ues over the poisoning of the river Rhine 
by a fire at the Sandoz chemical plant in 
Switzerland, a disastrous industrial spill 
last week into three rivers close to 
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Czechoslovakia's border with Poland has 
stirred curiously little fuss. Only the hap- 
less Poles are pressing their Comecon 
partners in Eastern Europe to cough up 
compensation for pollution of waterways. 

The Czechoslovak culprit was a cement 
factory close to the Moravian city of 
Ostrava, which released 50 tonnes of 
high-sulphur fuel into the river Luczina 
through the local sewerage system. A 
four-kilometre-long oil slick seeped into 
the nearby river Oder, which flows 
through Poland's big industrial centre of 
Katowice. Teams of Polish experts tried 
to disperse the slick under an emergency 
order from the governor of Katowice. 
The Czechoslovak authorities reported 
that a third river, the Ostravica, was 
"seriously damaged" and that it was like- 
ly to remain so for a long time because of 
the contamination of its banks. 

Pollution is nothing new for rivers in 
Czechoslovakia and Poland. Most of th 
Ostravica, which flows through one o 
Czechoslovakia's main industrial centres, 
is too poisoned to permit conversion into 
drinking water. Fish and forests in the 
north of the country, experts admit, are 
seriously endangered. It is much the same 
in Poland, where scientists now reckon 
that as little as 8% of all fresh river water 
is unpolluted. Even the bay of Gdansk, 
once a famous holiday centre, is practical- 
ly closed off to bathers. Too many oil 
slicks are laid by ships in the ports of 
Szczecin and Gdansk. 

After years of neglect, the govern- 
ments in Prague and Warsaw are begin- 
ning to take notice. They recognise that 
their rapid industrialisation, especially 
that of the 1970s in Poland, largely ig- 
nored the environment. Polish factory 
chiefs, for instance, were instructed to fit 
filter-systems to their chimneys; but that 
hampered output, and production pl 
triumphed over clean air. Even wh 
factory managers were fined for breaking 
anti-pollution legislation, they never had 
to dip into their own pockets. The state 
owns all industry. “Factory managers 
could turn a blind eye to rules," one 
Polish scientist says. ‘When there's no 
public accountability, you can flout the 
law." 

Attitudes are slowly changing, thanks 
to the work of groups which, though not 
officially tolerated, are getting their mes- 
sage across. One of the less publicised 
successes of the banned Polish Solidarity 
movement was getting the Skawina steel 
works, a notorious polluter, closed down. 
But it will be a long time before managers 
like the one at the Moravian cement 
factory change their ways. He is to be 
fined the equivalent of three months' 
wages, about $500. Unless a much bigger 
stink is made, East Europeans are likely 
to keep polluting. 


THE ECONOMIST NOVEMBER 22 1986 


ti " 4 aJ i OAT K 
eri. pa 

























: E a c D = 
P ` \ 1 
_—_— | vow ——- 9 1 
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Marina Square is the largest shopping, hotel and 
ntertainment centre in S.E. Asia. 

It opens on December Ist. 

The Square has three major luxury hotels: The Marina 


fandarin, The Oriental Singapore and The Pan Pacific, Singapore. 


lotels that have everything for the individual tourist and the 
»nvention crowd. Hotels owned, built, and managed by 
iternational companies who have as much faith in Singapore as the 
ingaporeans themselves. 

Tokyu Hotels International has already opened the doors 
f The Pan Pacific. Mandarin Singapore International will be 


relcoming the first guests to the Marina Mandarin on January 
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! ALENNSSRÉ SL MARINA CENTRE DEVELOPMENT PTE. LTD. 
19TH FLOOR, SHING KWAN HOUSE, SHENTON WAY, SINGAPORE 0106. TELEPHONE: 2239855. TELEX: RS34713 
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14th. Mandarin Oriental Hotels will be having its opening day for 
The Oriental Singapore on February 26th. 

But there is more than hotels to the Square. In the two 
level shopping mall, there are 2 major department stores, a home 
furnishing centre, a family entertainment centre and 230 shops and 
restaurants. Visitors can take their pick from all the world’s cuisines. 
Even fish ‘n’ chips. The open spaces will be alive with exhibitions, 
fairs and street entertainment. Here in Singapore's most modern 
complex, skilled craftsmen will bring the traditional arts of the East 
back to life again. It’s all there in the Square. 

1986 is seeing the beginning of Singapore's recovery . . . 


it's no coincidence it will also see the opening of Marina Square. 














Lee's creation and legacy 


After stumbling into its first recession for two decades, the city- 
state of Singapore is regaining its balance with its familiar 
diligence and discipline. But as regional competition increases, 
those attributes are no longer enough to ensure prosperity. As 
our South-East Asian correspondent, John Andrews, reports, 
‘Singapore is trying to develop new virtues 


.n countries like Britain, France or the 
United States you recognise economic 
misfortune by — well-publicised dole 


queues, soup-kitchens for the indigent 


and inflamed political debate on televi- 
sion. In Singapore the only obvious signs 
are the half-occupied towers of the luxury 
hotels, the “for sale” advertisements. of 
departing expatriates and coverage by the 
docile media of the latest agreement by 
workers to give up their pay rises.. The 
measure of lower spending power is the 
number of sales in Orchard Road’s neon- 
lit shopping malls. 

Misfortunes are relative. The young 
Singaporean who epitomises "casual 
chic" will hardly be reduced to rags by a 
dip—just 1.8%—into "negative growth" 
last year after a lifetime of annual growth 
rates averaging 8% and more. Nor will his 
parents, cushioned by a compulsory sav- 
ings scheme which until. recently took 
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sums from employee and employer to- 
gether equal to half a pay-packet. And, in 
any case, much of the burden of redun- 
dancy is falling most heavily on immi- 


grants from neighbouring countries like 
Malaysia, Thailand and Indonesia. 


Instead, the impact is as much psycho- 
logical as physical. If the government was 
responsible for the economic miracle of 
the past, is it equally to blame for the 
miracle's end? Has Mr Lee Kuan Yew, 
the founder and only prime minister so 
far of modern Singapore, become as 
fallible as any transient leader in the 
West? In a sense, the answers may be less 
important than the capacity of an obedi- 
ent society to ask the questions. Just as 
paradoxically, a government which be- 
lieves in authoritarianism is now telling its 
citizens to become more self-reliant and 
its businessmen more enterprising. 

Mr Lee would doubtless see no conflict 





of logic, merely another instance of prag 
matism—ever the vital ingredient in Sin 
gapore's political mix. For a clue to M; 
Lee's thinking, take note of his televised. 
speech last August, just after the 21st 
anniversary of Singapore's full indepen 
dence: | 


I say without the slightest remorse that we 
wouldn't be here, would not have made the - 
economic progress, if we had not intervened. 
on very personal matters—who your neigh- 
bour is, how you live, the noise you make, 

how you spit (or where you spit), or what. 

language you use... It was fundamental” 
social and cultural changes that brought us. 
here. 


Take a second snippet: 
We are not homogeneous, never will be. . ^ 
One language is a social glue that helps to: 
keep a society together, but it's not stronger. 
than religious or ethnic pulls. . . Never dë- 
ceive ourselves that we can become like 
Hongkong, Taiwan or Korea—tight, cohe- 
sive, with one social response. 


And a third, on handing power over toa 
second generation of leaders: 


It's very difficult. Because if it goes wrong 
Pm still responsible. If the ball is shot into 
the goal, I'm the goalkeeper. 


All of which is accurate, since Mr Lee has. - 
little time for the half-truths beloved by: 
most politicians. So what is the society. 
created by Mr Lee and his colleagues in- 
the first generation ("We decide what is: 
right. Never mind what the people 
think—that's another problem")? And. 
how well will it survive when the goal 
keeper leaves the pitch? 


Controlled evolution 

Do not think of Singapore as a tropical: 
island of white sand beaches, palm 
roofed huts, verdant jungle, exotic handi 


crafts and colourful street festivals. Tha 


is the self-serving eclecticism of tourist 


board advertising—and only to be discov 
ered (with difficulty) by long-term resi- 


dents, not jet- lagged travellers on the 
“kangaroo and kiwi" trail between Eu- 
rope and Australasia. 

Reality is a small piece of overcrowde 
and nondescript land dangling, with at 
tendant islets, by a man-made causeway 
from the grubby toe of Malaysia. Hire a 
car and you get from one end of the islang 
to the other in half an hour—despit 
painfully slow fellow-drivers, a speed lim 
it of 50 miles an hour and traffic ligh 












Londoner or New Yorker either to sleep 


to stretch the eye; each horizon shows 
high-rise buildings of office blocks, hotels 
or low-cost housing. The jungle has been 
amed into little more than the Botanic 
Gardens—a process which made the com- 









the guerrilla war of classic Maoism. 

_ In a truth now belatedly admitted by 
nany Singaporeans, there is little to make 
| tourist linger. A record number of over 
3m. visitors last year passed through 
Changi airport (where the facilities and 
ambience put most other airports to 
shame). But they stayed on average for 
only three days, and the amount they 
pent—equal to 5.3% of Gpp—was the 
owest since 1981. Bugis Street, where the 
ransvestites once paraded through the 
lawker stalls and ogled the visitors, was 
lled down last year. The Raffles Hotel 
10w caters to the kind of tourist who 
thinks Somerset Maugham is a village in 
"England. Meanwhile, the building of a 
mass rapid transit system—hated, it 
‘seems, by all of Singapore’s 11,700-odd 
.taxi drivers—is tearing down most other 
bits. of old Singapore. Only the sports 
pitches of the padang meadow and its 
andsome surround of government build- 
‘Ings, supreme court and Singapore Crick- 
et- Club appear immune to bulldozing 
bureaucrats. Mr Sinnathamby Rajarat- 
iam, the senior minister in the prime 
-minister’s office, fears the threat of the 
“concrete jungle", with "if you like, its 
spiritual consequences" 

. But could it—should it—have been 
Otherwise? The Singapore established by 
Sir Stamford Raffles in 1819 as a trading 


_ MALAYSIA 


which stay at red long enough to send a ^ post : 
|» wasa place where the white man: re ted 
or to frenzy. There are no high mountains 
© Chinese coolies and Indian clerks. Come 
the Japanese occupation in the $econd 


unists of 20 years ago despair of waging the road to independence. 





the labour of local Malays and import 


world war and the British empire had lost 
face for ever. Postwar Singapore under 
renewed British rule was a brief detour on 






What kind of independence v was anoi 
er matter. Inspired by the communist 
revolution in China, South-East Asia’s 
communists—mostly Chinese educated in 
the Chinese —_ language—conspired 


through. bomb, bullet and fellów-travel- | 





i eae, Malye. ing, 


bridge-educated Mr Lee- Kuan Yew 


formed the People’s Action Party (PAP), 
based ona fashionable—and now scarce- 
ly remembered—socialism, to wend a 
way to non-communist independence. 

The journey twisted this way and that: 
from internal self-government in 1959, to 
the federation with Malaysia i in 1963, and 
then to race riots in 1964 between Chi- 
nese and Malays followed by expulsion 
from the federation in 1965. It is typical of 
Mr Lee that in the process he learned first 
to speak Chinese, then collaborated with 
the communists and their infiltrators in 
the PAP—and then, with independence, 
ruthlessly eliminated those dangerous al- 
lies of temporary convenience. Among 
Mr Lee's many strengths are a formidable 
self-discipline and the ability always to 
obey his head and not his heart. 

All that is a gross, even distorting, 
simplification of history. But let it serve 
as a context for a national transformation 
without ce When Mr Lee led Singa; 
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brought to heel. 


] petrochemical industry, n now a a white ele- 












40, 000: people. With the link to the natu- 
ral riches of Malaysia already severed, 
Singapore was doomed to live on the wits 
of its people. They were not a promising 
mix. They were divided into unequal lots 
of Chinese, Malays, ins and Eur- 
asians; they spoke different languages 
.and Tamil 
but there were 






































































were the official ones, 











assorted. Chinese: and . ndian dialects, 






nisunderstanding 


| despite ! Malay as the ling a franca; and 





half were teenagers or younger. 
Compare that past with. Singapore' S 

present. Its 2.6m people have an annual 

income of almost $7,000 a head—the 





highest in the developing world outside « 


the oil states and ahead of countries like - 


Ireland and Israel. The vast majority live 


in the kind of impersonal housing estates 
that in America and Europe breed van- 
dalism, violence and drug-taking—yet in 
Singapore vandalism is almost unknown 
and criminals and drug-takers are rare 


enough for even small-timers to get front- 


page treatment in the local press. The 
older generation is still trapped by its 
dialects, but the young have a common 
bond of English and—increasingly— 
Mandarin. A strike last January by some 
shipbuilding workers was the first since 
1977. Where westerners tend to disparage 
the sterile modernity of Singapore, Asian 
visitors see a welcome oasis of ordered 
cleanliness. 

None of this has happened by accident. 
The trade unions, once easily manipulat- 
ed by the communists, were long ago 
The leader of the trade.” 
union congress, Mr Ong Teng Cheong, i 
also the second deputy prime minister, 
and the pay-fixing National Wages Coun- 
cil, a tripartite grouping of employers, 
unions and government, does not believe 
in raising the cabinet's hackles. 

Labour quiescence was but part of the 
grand design. Listen, again, to Mr Lee: 
"This is how a country succeeds. You 
pick winners. You concentrate on those 











items, on those skills, on those products, 


which will sweep the market.” Singapore 
picked some early winners, like shipping 


and ship-repairing. It happened on oth- 


ers, like shipbuilding, oilrig-building, 
printing and electronics. It established an 
excellent airport, airline and postal and 
telecommunications service as a business- 
promoting infrastructure. It avoided ar- 
eas like textiles, vulnerable to regional 
competition and western protectionism. 
And it made few mistakes. Even the 
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6 SURVEY SINGAPORE 


phant, could change to a profitable colour 
with a little luck. 

There seemed no flaw in the formula: 
the government picked the winners and 
the people ran to order. Two oil crises 
and world recessions could not stifle the 
Singapore boom: between 1969 and 1979 
GDP rose in real terms by an annual 
average of 9.4%; from 1980 to 1984 it 
grew by 8.5% a year. With an unacknowl- 
edged hubris, Singaporeans would lecture 
the neighbours on their third-world ineffi- 





t 1 IK 


ciency and the West on its first-world 
decadence. And why not? Mr Lee’s city- 
state was working a lot more smoothly 
than the New York of Mayor Koch or the 
London of Mr Ken Livingstone. 

No wonder the world—and not just its 
Singaporeans—was shocked when the 
government belatedly admitted in the 
middle of last year that the economy was 
shrinking for the first time in Singapore’s 
existence as a separate, independent 
nation. 





Letthe brigadier explain 


“No economy can afford to ignore the rest of the world, but for Singapore 


trade is the essence of our existence” 


At the age of 34 Brigadier-General Lee 
Hsien Loong already has the politician's 
knack for the pithy quote. The “BG”, as 
the reverent call him (the less reverent 
say "Baby God"; this survey will stick to 
“the brigadier”), is both the prime minis- 
ter's son and a member of his cabinet:as 
the acting minister for trade and industry. 
In some—perhaps most—countries, that 
would smack of nepotism. Not so in 
Singapore. Corruption and Lee Kuan 
Yew do not go together: the brigadier has 
attained his eminence strictly on merit. 
Indeed, the family connection may even 
have held back a son who sailed through 
Cambridge with first class honours. The 
"acting" is meant to indicate a probation- 
ary period which is surely unnecessarv. 
The brigadier is, of course, quite right. 
"Real" countries may be able to cut 
themselves off, Albania-like, from the 
rest of the world, but when a country is 
little more than a city that foolish option 
does not exist. Singapore has to earn its 


living just as it did in the days of Sir 
Stamford Raffles—as a market town and 
transit point for the world around it. 

All that has really happened is that the 
traditional trade in South-East Asia's 
rubber, timber and spices has been updat- 
ed to include petroleum products; the 
market-makers of the last century have 
become today's traders in foreign curren- 
cies or Japanese stock-exchange aver- 
ages. Add Singapore's imports and ex- 
ports together and the sum is three times 
the value of its GDP; two-thirds of the 
country's total output of goods and ser- 
vices is exported. When the brigadier and 
his colleagues argue in meetings of the 
General Agreement on Tariffs and Trade 
and similar wordy forums for free trade, 
they are of necessity more sincere than 
most of their foreign counterparts. 

This reliance on the outside world is 
one reason that the miracle-makers final- 
ly stumbled. Singapore's three biggest 
trading partners are America, Japan and 





Malaysia. Together they account for 
around half of the country's total trade. 
That is a perilous concentration of the 
market, as Singapore now knows to its 
cost. Last year the Reaganite boom of the 
American economy started fading— 
which meant less American demand for 
Singapore's electronics products and 
computer parts. Energy-efficient Japan 
imports less crude oil from the Middle 
East and Europe than it used to, so there 
is less work for Singapore in repairing the 
oil companies' supertankers. World de- 
mand for oil and commodities like rubber 
and tin has slumped, so Malaysia has less 
to sell to the world through Singaporean 
middlemen. So also with the rest of the 
resource-rich region. Singapore does not 
publish figures of trade with Indonesia, 
lest it embarrass the protectionist Indone- 
sians by revealing the extent of the smug- 
gling across the Strait of Malacca—but 
the educated guess is that the two coun- 
tries' trade last year fell by almost two- 
fifths to $2.5 billion (all dollars are Amer- 
ican unless shown otherwise). 

The outside world makes an easy 
scapegoat for Singapore's woes and for an 
unemployment rate which in the middle 
of this year was 6.5%, compared with 
2.7% two years ago. But why should 
Singapore have suffered and not Hong- 
kong, which is buffeted by much the same 
trade winds? Looking for scapegoats is 
not the style of Mr Lee's government. 
Instead, it has been relentlessly pounding 
out the underlying truth: Singapore has 
become too expensive for its own good. 
What the government also—but less vo- 
ciferously—admits, is that this is entirely 
the government's own doing. 

The "wage correction" policy was part 
of a greater “Economic Development 
Plan for the Eighties". It is an object 


lesson of how even the best laid plans cam 


come apart. In 1979, the idea looke 
smart enough. The goal was to achieve in 
ten years’ time the standard of living the 
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Japanese had just attained. The way to do 
it was to move upmarket. Whereas Singa- 
pore grew in the 1970s by expanding its. 


abour force with cheap workers, in the 
- 1980s it would do so by increasing those 


workers’ productivity and the value of. 


what they produced. And the spur for 


that process would be a three-year period . 


of higher wage costs: employers would, 


shop approach of Hongkong or Bangkok 


in favour of the high-tech industries which: 


enable the developed world's workers to 
live in style. | | 

Superficially, the logic was attractive. 
Singapore had a disciplined and reason- 
ably well-educated workforce. Pay it 
more, and it would master new skills to 
keep ahead of the regional competition. 
Leave things as they were, and the Malay- 
sians, Thais, South Koreans and so on 
would catch up and use their even cheap- 
er workers to capture Singapore's mar- 
kets. And for a time the new policy 
- worked. Singapore Airlines became one 

f the world's favourites, with service 
‘cilities for other airlines, too; invest- 
ment poured into pharmaceutical manu- 
facturing, petrochemical processing, the 
making of computer-peripherals and oth- 
er areas the developed world had once 
thought beyond third-world capabilities. 

The problem is that other Asian coun- 
tries want to move upmarket, too. And 
they are willing to do so at virtually the 
same wage rates they once paid to sweat- 
ing garment-makers. Since the effect of 
the Singaporean policy was to raise total 
unit labour costs by 40% for employers in 
the 1979-84 period, any reasonably mo- 
bile employer might well think of moving, 
scaling down its operations—or of not 
coming in the first place. 

The logic of the figures is irresistible. 
Singapore’s unit labour cost in 1980 was 
34 American cents for a dollar of out- 
put—lower than any newly industrialising 
country in East Asia apart from South 
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Korea. By last year the Singaporean 


cents. below America’s. Meanwhile, the 


South Korean figure had risen to just 30 


scents, and the Hongkong figure had fallen 


from41to 32cents. « D 
Some apologists for the wage: correc- 


tion policy say it is being unfairly castigat- 


; .ed and that if the government copied 
willy-nilly, have to: abandon the sweat- - 


South Korea and kept its exchange rate 
low, Singapore's wage costs would not be 
so uncompetitive. Maybe, but that would 
be at the risk of dearer imports (and 
protection from economic reality) which 
the government is unwilling to take. 
Meanwhile, as the prime minister says, 
"When people buy a tape recorder or a 
television set, they don't worry who made 
it.” 


Build it high 

Overpayment has one obvious solution: 
pay less in future (of which more later). 
Short of the bulldozer and bankruptcy, 
there is no such answer for overbuilding. 
The brand-new 73-storey Westin Stam- 


ford hotel, the world's tallest, will rent 
you a luxurious room for as little as $50 or 
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map. The 1,200-room hotel is pa 


| the occasional blunder) called. Raf 


erates. The same—along with financial 


group. whose ex-chairman now lar- 
. guishes. in Singapore’s Changi jail. The 


pore has the highest national savings rate 
án the. world—some 42% of GpP. Those 
savings once went into productive o 
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nightmare complex (the architect, Ame 
ca's Mr I. M. Pei, is perhaps entitled t 
























City. This contains a second hotel, tb 
800-room Westin Plaza, a cavernous 
shopping centre, a convention centre and 
a towering office block. It cost over S$1 
billion ($450m)—and on the basis of 
present occupancy rates may never repa 
the investment. 

At least the owner will not go ban! 
rupt. Raffles City belongs mainly to th 
Development Bank of Singapore (DBs 
48% of which is owned by the govert 
ment. Other property speculators have 
less muscle. Empty new buildings have 
played a part in the humiliation of Pro- 
met, one of the region's biggest conglom- 































































malpractice—is true of the Pan-Electric 


construction industry, which attracted al- 
most half of all new investment in the 
early 1980s, shrank by 14.3% last year. 
This year promises little improvement: 
the first quarter was 29.1% worse than 
last year’s; the second quarter was 17.7% 
down. Matters cannot get better until 
1990, or even later. At the end of last year. 
there were 19,018 hotel rooms in Singa- 
pore. Because. it often costs more to. 
cancel a project than to complete it, the. 
total by the end of this year will be around. 
24,000, and another 2,000 or so will be. 
built by 1990. Since hotel occupancy i 
around 60% and falling, the immediati 
future is grim. Only an understandin 
between the government and the banks t: 
reschedule loans to the desperate devel- 
opers. is forestalling an embarrassing col 
lapse of the property market. 

The problem has simple origins. Singa 
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not wear out overnight, the savings then 
had to go elsewhere and since interna- 
tional businessmen were rushing to grab a 








pie, the obvious destination was office- 
and hotel-building. While demand outran 
supply, it all looked wonderful. Rents and 
property values soared so fast that the 
banks competed to lend to the develop- 
ers. Until, of course, supply finally outran 
demand—and so burst the bubble. Put 
overbuilding together with overpayment 
and the woes of Singapore's trading part- 
ners, and you get recession. 


Fixing the future 
< The economic troubles raise two ques- 
tions: why did the government not see 
-them coming, and what should Singapore 
:: do next? The first is a lot harder to answer 
than the second. The official explanation 
..basically says it was unfortunate that 
;external and internal factors should si- 
-. multaneously boomerang on Singapore. 
Which rather begs the question, since by 
<- mid-1984 the property developers them- 
- selves were beginning to have doubts and 
world shipping and oil were already be- 
‘calmed. A more likely explanation is that 
constant success had bred overconfi- 
dence. “The government had blinkers 
on", as one foreign businessman puts it. 
-To answer the second question, the briga- 
dier has helped to remove the blinkers. 
The Report of the Economic Commit- 
_ tee is a blueprint for the future of a nation 
- which lives by blueprints (remember the 
Economic Development Plan for the 
Eighties). The committee was chaired by 
the brigadier, included two foreigners 
among its 12 members and took advice 
from just about anyone who might have 
helpful ideas for economic change. The 
result, published in February and accept- 
ed almost in its entirety by the govern- 
ment, is an impressive demonstration of 
Singapore's ability to put the pragmatic 
-ahead of the dogmatic. 
=- Look at some of the government's 
-actions in the wake of the report. Corpo- 
.ration tax has been cut from 4076 to 3376 
(although the committee had recom- 
mended 30%); tax incentives have been 





























































earch and development and investment 
in upmarket areas like financial services 
and biotechnology; tax rebates have been 
granted to both companies and individ- 
uals; and personal tax rates have been cut 
so that the most a successful Singaporean 
will have to pay out of his income is 3376 f 
instead of the previous 40%. x 

. All this is to the good of a ‘wilting 
economy. Extra stimulus comes from the 
50% increase in public works’ spending 





socially useful investmenit like machiner 4 
roads and housing. Since those assets do. ~ 


slice of the ever-growing Singaporean ` 


increased for business, especially for re- 


(building the mass Tapia transit scheme — welfare 






Old roads need new ways 


may cause traffic jams but it also provides 
jobs and cash) and the promise that tax 
incentives will last “for as long as it takes 
the economy to regain its vigour”, 

But tax tinkering and infrastructure 


. projects are ‘hackneyed ways of getting 


out ofa recession. Singapore has another, 
more direct method. Consider, now, the 
Central Provident Fund—or CPF (like In- 
dians, Singaporeans love to speak in 
initials). This is an instrument of bureau- 
cratic genius by which the. government 
can manipulate a person's savings and 
spending, even his choice of house. Com- 
pulsory contributions are docked from all 
pay-packets and are levied on all payrolls, 
and are deposited with the Cpr. The 
money is then invested by, for example, 
being lent to the Housing and Develop- 
ment Board (HDB). When a worker re- 
tires at the age of 55, his CPF savings will 


have accumulated enough to see him 
‘through a. normal eios zbut to make 





bling, anti sum of S$30, 000 investėd in na 


bank based P Or annuity Ann 





hie oe a pucr of a: fiat built rhe the 
HDB or to buy shares in approved “blue- 


chip" 
lines, which is partly owned by the 
government). 

In. short 

















companies (like Singapore Air- 


the CPF is a ‘fully. funded 


system; however inadequate or agree with the Nwc’s recommendation 


malingering he may be, it is almost impos- 
sible for a Singaporean to "sponge off the 
state". The CPF saves his money for him; 
determines the supply (and so the price) 
of the house he will live in; and makes 
sure he has enough for a decent burial. 
Unlike tax, it is almost impossible either 
to evade or avoid. Thanks to its embrace, 
84% of the population now live in HDB 
housing estates, which vary from neon-lit 
collections of cupboards to more spacious 
middle-class warrens complete with 
sports complexes and artificial lakes. 
Fully three-quarters of the HDB flats are ^ 
now owned by their occupiers. Last yee 
net contributions to the CPF equalled 177., 
of gross national savings. It is the govern- 
ment's most powerful lever on the 
economy. 


Pulling the lever 

Advised by the committee, the govern- 
ment this year pulled the lever—and put 
the old "wage correction policy" into 
reverse. On April Ist the CPF contribution 
levied on the employer was cut from 25% 
of an employee's wages to just 10%. The 
worker still has to pay the old rate of 25% 
of his pay-packet, but the overall effect is 
to reduce wage costs for an employer by 
12%. The government then pulled anoth- 
er lever—the National Wages Council 
(NWC). In theory, the government's rep- 
resentatives on the NWC are no more 
powerful than those of the employers and 
the unions. But employers are happy to 
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that average wages should be frozen : o 
two years or “for as long as is necessary”, 






prime minister—will hardly disagree. 
dd to that a. suspension of the 2% 
ayroll tax and the reduction of the 
"Skills Development Fund" levy from 
4% to 1%, and. clearly Singapore's em- 
ployers are getting a good deal. 

<= Logically, part of all this must be at the 
expense of the worker—after all, his CPF 
savings will be lower thanks to the lower 
ontribution from his employer. But do 
ot expect disgruntled workers on the 
European or American model: first, be- 
ause Singapore's unions are tame, any- 
way; second, because take-home pay is 
not affected by the pull on the CPF lever; 
and third, because housing—the main 
item on which CPF savings are spent— 
-could well get cheaper now that the 
_ demand for HDB flats has been largely 
v satisfied. 





























and the unions—led by the second deputy E 










went yen: the- por à 
the growth was “from a low base, 
still patchy”, to quote the E an it 
was still growth. The predictions of 1-2% 
growth for the year—revised from noth- 
ing—made the front pages of the local 
papers. But the long term is another 
matter, as.the Economic Committee has 
realised with still more of its recommen- 
dations (of which more later). The ques- 
tion is whether the political. and social 
attitudes of Singapore will allow it to get 
there from here. 


. Party politics for one and all a 


for fives years, , unless. a Ps dor ds granted 


The People's Action Party has ruled in parliament ever since Singapore 


.. attained self-government in 1959. In four consecutive general elections from - 


p. 1968 to 1980, the PAP won every seat. But at the last general election, in 
_ 1984, the PAP lost two of the 79 seats to the opposition Workers’ Party and 





- : Singapore Democratic Party 


o “You have to be debunked, exposed as a 
|| charlatan, as basically dishonest, as im- 
. moral and utterly opportunistic, unscru- 
_ pulous. You make any allegation so long 
| .as you are protected. But the moment 
... you have to bear the consequences, you 
-< flinch and cringe.” From the witness box 
of the parliament's Committee of Privi- 
-. leges the prime minister is attacking Mr 
Joshua Benjamin Jeyaretnam, the Sri 
- Lankan-born leader of the Workers’ Par- 
ty and the member of parliament for the 
Anson constituency since a by-election in 








ing under pressure. He asks Mr Lee: "Do 
you hate me?" The prime minister, who 
<in the past has called Jeya “a skunk” and 
"a mangy dog”, replies contemptuously: 









venom. . . It’s just distaste.” 








Singapore’ s televi ion s 
time such proceedings ha 
vised), and then re-played i 
papers. Mr. Jeyaretnam 
committee because of his 







the voles g 
as facing. the 
allegations in 









with. the independence of. the judiciary. 
He said, for example, that a judge who 
~had acquitted him ina court case was then 
- demoted. Just before the hearing opened 
in September, parliament amended its 
: privileges act to ensure Jeya behaved 
. himself before the committee. From now 
-on, "abuse of privilege" within parlia- 

















1981. “Jeya”, as he is known, is flounder- 


"Hate requires a certain energy, a certain 


All this. was- played out nigy on 


parliament of government interference 






























ment can n 
imprisonment. 
we doubt who s won. 






















- tions— political, 
doubt the strength of their foundations. 
Modern Singapore is still culturally at 















by the president. - p 
So why did Mr Lie. other to “nail the 
lie” in so unpopular a fashion? Western 
observers tend to say the prime minister 
has become paranoid and obsessional— 
and that, like most long-term leaders, he 
no longer has advisers able to contradict 
him. Far better, they argue, for Mr Lee 
simply to ignore this trivial matter. But 
that. view places Mr Lee in a western. 
context, where constituents have learned. 
to tolerate the unsubstantiated allega- 
tions of their elected representatives. 

For all the colonial British trappings of 
its political and judicial systems, Singa- 
pore is quite obviously not Westminster. 
Listen, then, to a different explanation of 


the Jeya affair", from a PAP backbench 


MP: “We don't want that kind of poison 
to spread. We have a Confucian, oriental 


background--he who is king can do what 
«he likes. People will ask me, ‘Can you do 
-this dor. mer, 


| and assume that I will 
"aust Fm: in MP. T have to say to them, 
"You s. jump the qid Lee Kuan 








mine ethe Body rd " In Siber Words. if 
the allegations of interference with the 
judiciary are not absolutely disproved, 
théy will be believed—and the seed of 
corruption will then take root in a nation. 
which is literally and metaphorically th 


cleanest in South-East Asia. 





This explanation may well be self- 
serving, but it has the virtue of making 


sense of a lot more besides the Jeya affair. 


The truth is that Singapore's institu- 
judicial,  social—still 


odds with much of the population, espe- 
cially with the older generation which can 
still remember. its origins in pre-commu- 

ina. The key to the future for the 
n ation is Aca Od domi- 





















Inthe cated Ch ten of iU 


Chinese: education nurtured either tradi- 


tional Confucian alues, fncloding a blind 
loyalty to the ruler, or Mao-insr 
menism. English education. | 
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intelligence frorn outer space? In fact, our systems are amongst the most advanced in 
On the contrary. the world. Our data communication capabilities, our 
it's a close up of optical fibres. Extremely fine tubes of infrastructure of satellite, submarine cables, HF, VHF and 
glass that can each transmit hundreds of millions of pieces UHF, our reliability, our high standard of service and our 
of information per second. communication engineering expertise are all second 
Since February 1977, optical fibres have been carrying to none. 
commercial traffic between two telephone exchanges in Which isn't surprising when you consider that today 
singapore. Which makes Telecoms the first in the world to Singapore is not only the world's second busiest port, but 
communicate with them”. also one of its most important financial centres. 
But then, technical innovation in global communications With all this in mind, isn't it time you communicated 
is not new to Singapore. with us? 


Providing postal and telecommunication services. 


Teiecomnmunication Authority of Singapore 
For more information, please contact: The Manager, Business Telecommunications Sales, Telecoms, Corncentre, 31 Exeter Road, 
Singapore 0923, Republic of Singapore. Telephone No. 734 3344. Telex No. R533311 Telefax: 732 8424 (Gp HAN Tetebox: HOTOO1, HOTOO2. 
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MONTMARTRE CAN BE CHILLY AROUND DAYBREAK, 
BUT SOON THERE'LL BE THE WARMTH OF SINGAPORE AIRLINES 
BUSINESS CLASS... HOME. 
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Hi This advertisement appears as a matter of record only. October 1986 In 
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5] Issue Price 100 per cent. 


Standard Chartered Merchant Bank Asia Limited 


BA Asia Limited 2 


Ed reve ctl 


[rj Asean Finance Corporation Limited Bank Brussels Lambert, Singapore Branch 
: Bankers Trust International (Asia) Ltd Banque Internationale A Luxembourg - 


Bayerische Landesbank Girozentrale, BIL (Asia) Ltd., Singapore 
singapore Branch Commerzbank (South East Asia) Limited 


Credit Lyonnais (Singapore) Credit Suisse First Boston (Asia) Limited 
Daiwa Singapore Limited DG BANK-GZB (Asia) Ltd 
"1 DKB Asia Limited First Chicago Asia Merchant Bank Limited 
t Indosuez Asia (Singapore) Limited Irving Trust International (Asia) Limited n 
n Morgan Grenfell (Asia) Limited National Australia Bank Limited 2 
Paribas Asia Limited See RN Gl 


n Shearson Lehman Brothers International Salomon Brothers International Limited 2 
i Wardley Limited Singapore Nomura Merchant Banking Limited 





j en ne: Lon p ive reme asare venta EA - mter rca ai ^ T ] J ^ 
beo ga E wi En "mpm . may i cw H m oor ff cous Hl come E com El me D mA ome mw ome fee ome ow Hemp hen loaf crm fam foe io edem amm poi gan ig qa may AA Fact qui RT avt qud] GR pe e aec ip DT 
B bory R Sre B More H Semo H Meng H Maros H dure FE Aea H Moms E tiny Hf Seq S Shs F Sans E. | pn M 2 i791 zt "ptu Jes RI eR a iiS IS IMISIMLIS SISIAL B ace D See J Baus BS 






dence, ^r l English became the common 
language, three benefits would follow: 
Singapore would gain access to English- 
dominated international trade; the power 
of the communists would be diminished; 
and a certain levelling of the economic 
balance would occur between the Chinese 


majority and the Malay and Indian - x 


minorities. 


Not all. of today’s Singaporeans speak. z 
- good English, but enough do to make it a 


working. language. The separate Chinese 






medium one in 1980; the last Chinese- 


language school will close next year. If . 
any Chinese is to be spoken, it is to be the 
Mandarin spoken in Peking—so Canton- 


ese films from Hongkong are banned on 


television. Mr Lee gives pride of place to 
English evenin Peking: on an official visit | 
to China last year, he took along his. 
"The Law Society, having roundly eriti- 


Indian senior minister, Mr Sinnathamby 


> Rajaratnam,. and insisted that proceed- 
. now finds its.own actions subject to the 
curb of legislation. In future, any lawyer. 
“who has been suspended from practice 
will be banned from holding office in the. 
Law Society’s governing council. ‘The 


" ings should be carried out in English. It is 


a staggering achievement for a freely - 


elected government to have changed the 


habits of the majority within a genera- 


tion. If you doubt the size of the achieve- 
ment, just think of the language conflicts 
of Quebec or Belgium. 

But one generation has time only to 
paint a veneer on a country's identity. In 
the last general election, in December 
1984, not only did two opposition MPs 
(Mr Jeyaretnam and Mr Chiam See 
Tong) get elected, but the PAP share of 
the vote fell from 75.5% to 62:976. In PAP 
eyes, a further swing at the next election 
might threaten the loss of the party's 
overall majority; and then the kind of 
volatile making and unmaking of party 
alliances which gives democracy a bad 
name in Thailand or Sri Lanka. Mr Lee 
was so angered by the 1984 vote that he 
publicly mused on changing Singapore's 
one-man, one-vote and first-past-the-post 
system. Quite how was never spelled out, 
but it would be typical of PAP thinking to 
have all parliamentary candidates special- 
ly vetted, or to give more votes to univer- 
sity graduates. 

. Take other instances where westerners 
and Singaporean politicians look at the 


world through different spectacles. This 


summer, an amendment to its 1974 News- 
paper and Printing Press Act allowed the 
government to limit—to any number it 
chooses, and without appeal—the copies 
sold in Singapore of any foreign publica- 
tion which maligns the integrity of the 
judiciary, or stirs up racial antagonisms or 
^imposes its own ideas of press freedom 
without understanding the nature of the 
Singapore . society" fto dude the Straits 
Times). 
Government m 
amendment. actu 





ters. argue that the 
akes the law more 
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iversity was merged into the English- : 
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reedom of the press is 
t. . The: e argument: smacks of 






























































































| “Feputation of leaders and. d governments in. 
- South-East Asia with impunity". 


Was it 
mere coincidence that when Mr Rajarat- 
nam railed against these "new JBJs" he 


` should use the initials of Mr Jeyaretnam? 
If the government is getting sensitive, so 
are some foreign correspondents—espe- 
-cially since America’s Time magazine has. 


become the first victim of the 
amendment. 


Singapore's lawyers are also worried. 


cised the amendment to the press law, 


legislation was not shown to the Law 


Social engineering 


One of the world's most densely populated countries now worries that in the - 
next century it will have too few of the fight people. The solution: induce : 


Singapore's graduates to breed more 


*At least two. Better three. Four if y you 
can afford it." The prime minister is not 
the world's most brilliant copywriter, but 
he still hammers home his message. His 
latest is controversial for two reasons: it 
refers to the socially delicate matter of 
procreation, and it contradicts the birth 
control campaigns of the past. | 
Twenty years ago the conventional wis- 
dom of the development specialists ar- 


gued that high birth rates keep third- . 


world countries trapped in poverty. And 
Singapore had the kind of birth rate that 
seemed to make the trap inevitable: at the 
end of the second world war the island 


had fewer than 1m people; by the mid- 


1960s the number had doubled. So the 
government of Singapore decreed: “Stop 
at two". To make sure the public listened, 
maternity leave and the right to use 
compulsory health insurance were with- 
drawn for third, or subsequent, births 


and, in 1969, abortion and sterilisation 


were legalised. 
It has all worked rather too well for the 


government's liking. Abortions, for ex- 
ample, now put a stop to an amazing 3676 
of all pregnancies each year. Not only has. 
the birth rate fallen so that the population - 


is not replacing itself, but it is falling most 


E his i is s because the lawyers: having fai 
to disclose the raw data of a surv 





QC foreign. publications (but f 


-first victim of the new law could possibl 
be Mr Francis Seow, the Law Society 


. Mr Seow, who led the attack on the pres 


groups at a time of economic difficulty. 


marry another graduate, they won't. 


M alaye) or less (the: Indians, bya : 












criticising the amendment to the pr 
law, have “forfeited the right to pri 
consultation”. Mr Jeyaretnam was no 
the only Singaporean to notice that th 















president and a former solicitor-genera 





law amendment, was suspended fror 
practice for a year in 1973. 

CA western politician would think | 
crazy to. be so heavy-handed with so man 





Why make enemies when you most need 
friends? But Mr Lee has managed to stay 
in power from 1959 by looking to the long: 
term; he despises the expediencies of 
western politics. “Mr Reagan", he says, 
“is the most popular president, probably 
since Franklin Delano Roosevelt. .. He 
doesn't dare cut social security, pensions, 
medicare, medicaid—because if he touch- 
es that, there's going to be a howl of pain. 
And yet they know that they are heading 
for bankruptcy." When it comes.to such 
issues of social sensitivity, nobody can 
accuse Mr Lee of lacking nerve. 


among those assumed by Mr Lee to- be 
the best and the brightest. Two- fifths of - 
all. women graduates, on present fore- - 
casts, will not get married and so (Singa- | 
pore being as strait-laced as-most of the - 
world on these matters) will.not have 
babies. Almost the same rate of spinster- 
dom awaits women with just A levels 
(British-derived examination qualifica- 
tions for academic school-leavers)..- 
Lee, who has a well-developed sense ol 
humour, jokes: "We could not change 
cultural values: the males together with 
their mother's milk learn that they m 
be. the boss in the family—and if th 


the boss." But. behind the humour | 
absolutely serious: men are marryi 
down the social scale. and “it is. gra 
because it will alter. the nature of Oo 
society. . . It will be a lower performan 
society." 

So who is to blame? Examine t 
figures and you start skating on the tl 
ice of racial politics. The governme 
however, has tested the ice already wit 
torrent of statistics. What they amou 
is that Malays and Indians are procre 
with enough enthusiasm. to more 













Population | 
e by race 


idan 64%. AS lh. dem 
. ,, Other 23% i 


Singapore Deparment of Statistics 


falling far short of the replacement rate— 
last year by 31.5%. In fact, last year's 
births by racial group divided into 69.1% 
Chinese, 19.1% Malays and 7.7% Indians 
(the remainder were to Eurasians, Euro- 
peans and so on). Since the present racial 
composition is- 76.4%: Chinese, 14.9% 
Malay and 6:4% Indian, it does not take a 
mathematical genius to work out that the 
ethnic balance of Singapore is shifting. At 
this point the government skates away 


example, the lower educational and eco- 
nomic achievements of the Malays) and 
merely encourages the Chinese to show 
ome more fertility in the national cause 
f a stable population. 

Will they? The switch from. "stop at 
0" to "better three" makes many Chi- 
se genuinely annoyed with the govern- 
ent's obsession with statistics. Who, 
ter all, really knows what constitutes 
the right size of population for any coun- 
y; let alone a Singapore in danger of 
ng concreted over? The statistical 


tes the population will grow from 2.6m 
day to 3.4m by the year 2030 and will 


today's rate of 1.5 children per couple, 
e population will reach 3m by 2010 and 


rate. will make the decline steeper. 
'eover, if the Chinese fail to speed up 
eir breeding habits, the age profile of 
population will change. The average 
f workers will rise from the mid-20s 
1e mid-40s; productivity will decline; 
d the swelling ranks of the old will 
n (despite their CPF savings) the 
ing ranks of the young. The mili- 
ry even says it will have trouble raising 

equate army. ` 2 






'asure it affects many advanced coun- 
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n) replace themselves; the Chinese are 


from the thinnest patches of ice (for 


trends merely say that at replacement 
en stay at that level; if families continue. 


start shrinking. Obviously, any low- 





The problem is haril TN Insome it 








a planned solution. Three years ako: the 
government set up a Social Development 
Unit (SDU) to pay for eligible graduates to 
meet on cruise ships or beach resorts. It 
met immediate resistance (a lot of intelli- 
gent Singaporeans. regarded it as the 
American soap series “The Love Boat" 
brought insultingly to life). But the spu 
claims to have married off some 250 
graduates, and its revival today is being 
conducted a lot less hamfistedly (and its 


net may even be cast far enough to 


include those who got only O levels—the 
rank below A-—at school). : 
However carefully the. authorities 
broach the subject, it inevitably smacks of 
eugenics—which to westerners, and a lot 
of Singaporeans, conjures up a "brave 
new world" with little scientific justifica- 
tion (South-East Asia has enough rags-to- 
riches tycoons to cast doubt on the value 
of a degree). Mr Lee is unabashed. Listen 
to this excerpt from the: speech. he gave 
just after the independence anniversary: 
We are born unequal and we've got to make 
the best of the lot. And whether it is fruit 
trees; whether it is race horses, whatever it 
is, this is the. way nature works... Don't we 
want to: use some common. sense. and say to 
ourselves, "The more we have of: people 
who can run this economy better, the better 
it is for e ierybody"?. pc ons outstand- 
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of.. people. ‘who should be reproducing 


themselves and are not". 





The truth is that the government is the . 
victim of its own successes—and not. ds : 
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hood. In which case; thes SDU is going to 


need some outside help: that is, more 
talented foreigners. - | 

To its credit, Singapore has few of the 
hang-ups which persuade many develop- 
ing countries to kick out foreign expertise 
in favour of indigenous inexperience and 
inadequacy. A Dutchman; Mr Albert 
Winsemius, led. a: United Nations study 
group to Singapore in 1960: the survey 
that followed was. the first blueprint for 
Singapore, and Mr Winsemius remains a 
revered and oft-consulted figure. Even 
today, with Singapore hardly qualified to 
remain in the. third world, there are 
Britons in boardrooms; Israelis advising 
on security; Americans advising on finan- 
cial management. They are not there 
instead of Singaporeans, but alongside 
them: Singapore is truly a meritocracy. So 
theoretically there is nothing unusual in 
Mr Goh Chok Tong, the first deputy 
prime minister (and presumed successor 
to Mr Lee), announcing a drive for for- 
eign talent. 

What is new is that Singapore i is having 
to compete to get that talent from a 
source where it should, by virtue of ethnic 
and. family links, enjoy a competitive 
edge—Hongkong.. Traditionally, Singa- 
pore has jealously guarded its rights to 
residence (for a foreigner to get an em- 
ployment pass can involve reams of pa- 
perwork, including seemingly countless 
copies of degree certificates); foreign hus- 
bands of Singaporean women have had 


. no right to settle; investors seeking per- 
manent residence have had to deposit 


S$im ($450,000). All this may deter the 


kind of people Singapore would not want 
anyhow, but it also puts off those it does 


want—the Chinese entrepreneurs ^ of 


th he Hongkong looking for an. alternative 
be home before China takes over in 1997.. 





A innouncing a review of entry require- 







| ments, Mr Goh says: "I feel ot 










The prestige of the number one address 
in the business world. The esteem of the tallest 
building outside the United States. The 

efficiency of one of the most technologically 

_ advanced office complexes in the world. 
a At QUB Centre, productivity and 
prestige work hand in hand to give your 
company many distinct advantages in today’s. 

. business environment. 


Building Automation System 

A fully computerised Building — 
Automation and Security System will ensure 
efficiency, comfort and safety. 


Emergency Power Supply 

Even if there is a complete power blück-- 
out, business can carry on as usual, Thanks to. - 
a special emergency power system, all. 
computers, telex and telefax machines will be 
unaffected. And 50% of the 31 ultra modem. 
express lifts will still operate. 


. Economical After Office Hours 
Airconditioning 
For your convenience, 24-hour aa 
. airconditioning is available at economical rates; 
Column-Free Space 
OUB Centre's column-free office’ space 
with built-in trunking system will offer you” 
maximum flexibility in office layout planning. 


There will be 358 basement lots and 
another 1,069 lots in the Golden Shoe 
- Carpark which is conveniently linked to the <1 
building by a covered pedestrian bridge. . 


MRT 

OUB Centre is located right at the door 
step of the Raffles Place MRT station where ` 
all the trains meet. 


Recreation Facility 

Within the building will be a full facility 
eri club, offering a welcome respite from 
wor 


t 
As the owners are also the major 
tenarits, you can be sure OUB Centre will be. 
immaculately maintained. 


Call our marketing 
agents today and find out 
about our new revised 1986 I 
rental rates. You'll be 5i 
pleasantly surprised. oug CENTRE 
Qne Raffles Place 


- Joint Marketing Agents 


Ià OUB CENTRE LIMITED - 

a xxd floor, The Mandarin Singapore Me j 
: 333 Orchard . Road, Singapore.0923 ON 

Mí Cable: MANRINOTEL = —— "Part of the ie Knight Frank 
Telex: RS 21528 MANOTEL, ..— "&Rutiey Group Worldwide) 


Singapore: ERI T | 5o. 401 Cecil Street, #14-01 Tong Eng Building, 


Office On-Site Telepho one: $ 2577 Singapore 0106. Telex: V 


STRATEGIC PLANNING ASSOCIATES | 


IN 
SINGAPORE 


INTERNATIONAL MANAGEMENT 
CONSULTANTS 


STRATEGY DEVELOPMENT 
COMPETITIVE POSITIONING 
ACQUISITIONS/ DIVESTITURES 
RESTRUCTURINGS 
PROFITABILITY IMPROVEMENT 


SINGAPORE 
143 CECIL STREET 
.22-03/04. GB. BUILDING 
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courage well-qualified Asian immi- 
nts. And, meanwhile, well-qualified 
gaporeans are being sought by compa- 
ies in America and Europe. The ques- 
on is whether the free-wheelers of 
longkong will take kindly to the ordered 
uality of life in Singapore. 


Killer litter 

hat is not an idle question; Singapor- 
ans, too, worry that they are over- 
egulated. One of Singapore's linguistic 
inovations is the phrase “killer litter" — 
hich means rubbish chucked out of an 
B flat, and therefore potentially lethal 
o anybody who happens to be standing 
below. Actual fatalities have been rare— 
one woman died in 1984 after being hit by 
a bicycle thrown from the sixth floor— 
and instances of “killer litter" dropped 
om 36 in 1984 to 14 last year. But the 
overnment takes no chances: the Hous- 
ng and Development (Amendment) Bill 
assed by parliament on August 1st al- 
yws the HDB to repossess any flat from 
hich "killer litter" is thrown—even if 
1e thrower is the owner's child or a 
isiting teenager, and regardless of any 
unishment in the courts. 

It is the kind of draconian approach 
which separates Singapore from the rest 
of the world (imagine evicting the slum 
dwellers of New York’s Harlem or Glas- 
gow’s Gorbals because of the misdeeds of 
their wretched children). Break-dancing, 
which was briefly popular in some of 
Orchard Road’s shopping malls, is now 
utlawed lest children should break their 
ecks; roller-skaters are confined to spe- 
cial areas; motorists get fined if they 
isplay their parking permits untidily. 
ne constant Singaporean complaint is 
that there are too many laws, too easily 





































































parlance for “Pay And Pay”. .. 
Yet how does one argue against such an 
approach? The regulations are undeni- 


ably for the public's benefit; cars do not. 


speed; teenagers do not deface walls or 
rip out public telephones; and hard-heart- 
ed courts (one youth was recently jailed 
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clean and it people are uniformly friend- 
ly, charming and eager to please. The 
trouble is that being nice is not enough to 
secure Singapore' s future. As the briga- 
dier points out, Singaporeans have to be 
adventurous, too. 


niche 


"By the 1990s, our present position as bla an offshore production centre 


for the developed world will have been erod 


. We must find a new niche.” 


So says the brigadier's economic committee, having learned the lesson of the 


recession 


At the Singapore International Monetary 
Exchange (SIMEX), arm-waving, finger- 
signalling traders scream out the reckon- 
ing of the future prices of Eurodollars, D- 
marks, gold, even the average of the 
Tokyo stockmarket. It could easily be a 
trading pit in Chicago, except it is on a 
much smaller scale and without the physi- 
cal shoving (banned out of deference to 
the slight stature of the Asian traders). 
Discarded contract notes are strewn on 
the floor; it is perhaps the only place in 
Singapore where dropping litter is not an 
offence. 

It is also part of Singapore's vision of 
the future. Compare Singapore with the 
other “mini-dragons’’ of East Asia. South 
Korea has around 43m people; Taiwan 
has just over 19m; even Hongkong has 
5.5m. But Singapore has just 2.6m. There 
is no way that Singapore will ever have a 
domestic market big enough to give the 
economy a self-sustaining momentum. 


Instead, its people will have to live by. 


their wits off the world around them— 
and making money by handling money is 
a good way of doing it. : 

The economic committee puts it more - 
politely: “Our future lies in being plugged 
into the international network of trade 
and communications, not in disconnect- 
ing ourselves in a vain effort to insulate 
Singapore from the influences and distur- 
bances of the outside world." To the 
committee, that means shedding the im- 
age of the screwdriver economy, where— 
as one industrialist puts it—'^we put to- 
gether what Matsushita doesn't want to 
make itself." Instead, the vision empha- 
sises information technology, robotics, 
biotechnology—areas where size is not a 
handicap, and where neighbouring rivals 
cannot catch up simply by dint of lower 
wages. 

The importance of SIMEX is not its 
physical size (even the biggest exchanges 
provide employment—and Porsches—to 
only relatively few people) but the way it. 
symbolises part of that future: Singapore 
as a centre for business, industry and 
finance conveniently positioned in an 
Asian time-zone midway between Ameri- 
ca and Europe. The authorities began 
exploiting geographical fate eight years 
ago by setting up the Gold Exchange of 
Singapore to trade in gold futures. It was 





- 


> renamed SIMEX in 1983—in time to antici- 


pate worldwide market liberalisation with 


` a new wave of financial futures. 


Go. now to the grandly named. World 


| Trade Centre, towering over the Keppel 


shipyards, and— subject to the right qual- 


 ifications to become a SIMEX member— 
you can trade futures contracts in- gold, 


D-marks, American dollars, yen, ster- 


ling, Eurodollar time deposits, the Nikkei 
. index of the Tokyo stockmarket and, 
from last October 8th, United States 
- Treasury bonds. To encourage you still 
further, the D-mark, yen and Eurodollar 
l = contracts are all mutually offsettable with 
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Taiwan, Bangkok or Kuala Lumpur? It - 


the Chicago Mercantile Exchange. What 
you buy in Chicago, you can sell in 
Singapore. 

So start your day in America, move on 
to Singapore—and keep going to London 
and on to New York. The sun need never 
set on the working day of the insomniac 
corporate treasurer—and there are 
enough insomniacs to keep the volume of 
trading in Singapore rising (1985 was 44% 
up on 1984, and this year will be better 
still). Now, mix in some offshore banking 
in so-called Asian Currency Units; add 
some fund management and fashionable 
new financial instruments like revolving 
underwriting facilities and note issuance 
facilities (the RUFs and NIFs with which 
corporations now squeeze better deals 
out of the banks); and, for good measure, 
set up some counter-trading arrange- 
ments in kind for countries with no cash. 
What you get from these ingredients is a 

‚regional centre for financial services—the 
- goal set by the economic committee. 

It is, however, only one of many 
goals—and, as yet, it has been only partly 
achieved. Singapore has no ambitions to 
be a brass-plate banking centre or a tax 
haven. Manufacturing has to remain at 
the core of the economy. Singapore's 
model is Switzerland, not the Cayman 
Islands—which means it has to have the 
equivalent of Brown Boveri or Rolex. 


First, find your 
foreign MNC 
Many developing countries deeply mis- 
trust multinational corporations (or 
MNCS, in the local idiom). Singapore loves 
them: they provide employment and they 
transfer technology. The country dearly 
wants to keep the ones it has and attract 
others to join them. A combination of 
orm action and happy circumstance is 
aking the wish come true. The cuts in 
employers’ taxes and CPF contributions 
are the planned portion; the rise of the 
Japanese yen, by some 45% against the 
Singaporean dollar over the past year, is 
the unplanned piece. 

The result shows up in the economic 
statistics and the publicity handouts.. In 
the second quarter of this year some 6,000 
new jobs were created in manufacturing, 
most of them in the electronics industry. 
Matsushita, for example, in August 
opened a S$30m factory to make micro- 
motors for audio equipment; in October 
Sanyo decided to close part of its televi- 
sion-making capacity at home in Osaka in 
favour of making sets in Singapore (with 
the help of an additional 300 workers to 
the 1,500 Singaporeans it already em- 
ploys). The gain is not only in electronics: 
Japan's Yoshikawa has chosen Singapore 
over Australia as a site to get grease from 
wool (the grease then becomes lanolin, to 
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Do it right the first time . . . 


be smoothed into the female form). 

But keeping the MNCs is another mat- 
ter. America's GE, once the largest em- 
ployer in the private sector, has reduced 
its workforce from more than 10,000 in 
the early 1980s to around 5,000 today; the 
reason, it says, was not Singapore's high 
wage costs but divestment and a world- 
wide rationalisation programme. The 
brigadier's answer to this vulnerability is 
to attract companies which will set up 
operational headquarters from which to 
cover subsidiaries throughout South-East 
Asia. 

The logic is sound—headquarters are 
harder to close down than subsidiaries— 
and Singapore has the right attributes. It 
is politically stable; enjoys civil peace; has 
good workers; possesses excellent air 
links to the rest of the region and the 
world beyond; and has cheap (and effi- 
cient) telecommunications. No wonder 
America's Hewlett Packard is setting up a 
support base in Singapore for its custom- 
ers in Malaysia, Hongkong, Taiwan, Chi- 
na and South Korea. Even more pleasing 
for the brigadier and his colleagues is that 
another American computer maker, Data 
General, should have decided in June to 
close its Hongkong plant and concentrate 
its regional manufacturing in Singapore. 


Next, start your own 


Foreign investment, however, is a tide 
which can go out as well as in. GE is an 
old-timer in Singapore—yet last January 
it moved its Asia/Pacific division to Hong- 
kong. Who is to say that the right batch of 
financial incentives in this subsidy-chas- 
ing world will not lure foreign MNCs to 





would be an employment nightmare if 
just a handful of companies— Philips, 


Seagate, GE and Texas Instruments— 


pulled out at the same time. 
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The best way for the Singaporeans to 


sleep easy would be to develop their own 
MNCs. That is easier to say than to 
achieve. Ignore the international links of 
the four big banks—DBs, United Over- 
seas Bank, Oversea-Chinese Banking 
Corporation and Overseas Union Bank— 
since managing money is always these 
days a global business, and look for other 
Singaporean companies with a truly inter- 
national range. You will find very few. 
Singapore Airlines is one—but by virtue 
Of its route network, since its investments 
outside Singapore are little more than 
small bits of real estate. Singapore Press 
Holdings is another: it is the biggest 
industrial company after the airline. It 
owns all Singapore's major newspapers 
(be they English, Chinese or Malay); has 
a large British publishing subsidiary 
called Marshall Cavendish; and has ambi- 
tions to use its newspapers and satellite 
printing as a springboard into the high- 
tech world of information technology. 
The brigadier and his colleagues would 
like there to be more. 

The problem is that success may blind 
Singapore's tycoons—and the authori- 
ties—to some inherent frailties. The two 
most celebrated local business collapses 
of the past year have been of the Pan- 


Electric group and Promet. It is unfair to 


link them too closely—Pan-El’s troubles 
involved massive fraud; and Promet is a 
Malaysian, not Singaporean, company 


(although the distinction may seem unim- 
portant since the biggest companies of the 


region are regularly listed on the ex- 
changes of both Singapore and Kuala 
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Lumpur, and raise money from banks in 
both centres). 

What the companies had in common 
were several factors prone to undermine a 
corporation’s foundations. They had 
young, dynamic bosses—Mr Tan Koon 
Swan of Pan-El and Mr Brian Chang of 
Promet—and not enough “old hands". 
They grew fast, perhaps too fast; and they 


concentrated their growth in precisely 
those areas—marine engineering, energy 
and property—which were heading for a 
prolonged downturn. At one time they 
were the stars of the Singapore stock 
exchange. Their downfall is a sobering 
warning that, as with any developing 
country, the expertise to manage multina- 
tional corporations is still in short supply. 


Crime and punishment 


Mr Tan Koon Swan now resides in Singapore's Changi jail. In August he was 


convicted of “abetting a criminal breach of trust 


—]awyers' jargon for 


defrauding the shareholders of his company, Pan-Electric Industries—and 
was sentenced to a fine of S$500,000 and two years in prison 


Prison is a humiliating downfall for Mr 
Tan, a 46-year-old Chinese Malaysian 
who rose from selling dumplings to be- 
come the boss of one of South-East Asia's 
biggest business empires and the leader of 
the Malaysian Chinese Association 
(MCA), the second largest political party 
in the coalition governing Malaysia. He is 
now a “born again” Christian; he has 
resigned from the presidency of the MCA; 
and his beautiful “constant companion" 
in the days of liberty, Miss Penny Chang, 
has assumed many of his business 
responsibilities. 

In more developed parts of the world, a 
saga such as Mr Tan's would be simply à 
story for the tabloid newspapers. After 
all, it is not unknown for politicians in 
Europe and America to make a mess, 
sometimes with criminal intent, of their 
business affairs. 

Not so in Singapore. The Pan-El affair 
put on trial Singapore's political and 
judicial independence and its credibility 
as a financial centre. The first part of that 
test has certainly been passed. Right up to 
the last minute most Malaysians and a 
great many Singaporeans assumed some 
kind of “deal” would allow Mr Tan to 
walk away from the courtroom to resume 
his political career. After all, he was due 
to hold a post in the new cabinet of 
Malaysia's Dr Mahathir Mohamad and 
with the help of the international Chinese 
business network had arranged to pay off 
debts of over S$100m and to settle others 
later. So why should Singapore pull the 
tail of the Malaysian tiger? That is to 
misunderstand Mr Lee Kuan Yew. Soci- 
ety must be governed by law, and there 
can therefore be no political tampering 
with the judiciary—whatever the Malay- 
sians might say. Mr Tan was shocked; 
foreign investors were most impressed. 

The second part of the test is more 
difficult. Consider, briefly, the basics of 
an extremely complex scandal. Mr Tan 
and his company had a habit of growing 
by borrowing money from stockbrokers 
to buy other firms. The collateral for the 


money they borrowed consisted of shares 
they already held; to give the brokers a 
profit, they pledged—in “forward con- 
tracts"—to buy back the shares at a 
future date and at a higher price. The 
brokers provided the money by borrow- 
ing it from the banks, using as their 
collateral the forward contracts provided 
by Pan-El. 

As long as the stockmarket kept rising, 
everyone could pay his debts—but at 
some point the speculative bubble was 
bound to burst. As the market turned 
down, the forward contract would have to 
be met at a loss—since the shares would 
have to be bought back above the market 
price. When it happened, Mr Tan and a 
crony resorted to straight fraud: they used 
shareholders’ money to buy shares and 
manipulate their prices high enough to 
cover their obligations. The ploy failed. 
When Pan-EI's pyramid collapsed in No- 
vember last year, it had S$450m of debt 
on its balance sheet and unpaid forward- 
contract obligations of some S$140m. 

Unfortunately for Singapore's reputa- 
tion, it soon became clear that Pan-El was 
not alone in shuffling forward contracts; 
in fact, there were contracts worth some 
S$617m outstanding. Stockbrokers had 
become bankers but without using bank- 
ers’ caution. If their clients failed, they 
would fail, too—and the proper banks 
who had lent them the money to play at 
banking would never get repaid. This is 
not the kind of crisis to encourage over- 
seas investors to use Singapore as their 
East Asian financial services centre. 


Rescuing the reputation 


The reaction to the crisis, however, has 
been typically Singaporean: launch the 
lifeboat fast; save as many as possible; 
and then ban all swimming. The first 
action was to close, in conjunction with 
the Malaysian authorities, the stock ex- 
changes of Singapore and Kuala Lumpur 
for three days early last December. The 
Monetary Authority of Singapore (MAS), 
the quasi central bank ultimately respon- 





This way Mr Tan 


sible for all things financial, then flexed 
its muscles. In short order, it persuaded 
the four big local banks to extend a 
S$180m credit line to the failing Singa- 
pore stockbrokers; arranged for all banks 
to observe a three-month moratorium on 
their loans to stockbrokers; improved the 
brokers' capital base by allowing financial 
institutions and corporations to buy 
stakes in existing firms of brokers; and 
allowed each of the big four local banks to 
take a seat on the exchange to give extra 
confidence and stability to the market. 

It has been an impressive example of 
the power of MAS. Some foreign bankers 
(that is, those with not too many bad 
loans) say too impressive, and complain 
that the three-month moratorium cost 
them a lot of money. But the bankers 
have to give as well as take: to have 
limited the number of failed brokers to 
five (with another on the brink) is ulti: 
mately more important to Singaporean 
business than the short-term interest re- 
ceipts of international banks. 

Criticism of a new Securities Industries 
Act, drafted in the wake of the Pan-El 
fiasco, is perhaps more justified. In an 
effort to clean up the marketplace the act 
goes to lengths which might well drive 
business away to places like Hongkong or 
Sydney or Tokyo. For example, an invest- 
ment adviser must have a reasonable 
basis for any recommendation involving a 
Singaporean company—and that basis 
theoretically includes knowing the finan- 
cial circumstances and individual needs of 
every recipient of an investment circular. 
There is, however, a more subtle explana- 
tion: that the act and its regulations are 
deliberately designed to allow freedom 
for things foreign—but to preserve stabil- 
ity for what is Singapore's own. Wise 
observers recall that in September 1985 
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the MAS hammered (the official report 
says “intervened effectively" against) 
banks that were speculating against the 
Singapore dollar. 

What that amounts to is protection for 
the Singaporean investor. Superficially, 
that may seem sensible: Singaporeans are 
now allowed to take some of their CPF 
savings and invest them in selected—that 
is safe—companies (which at the moment 
means some 71 out of the 317 listed on the 
stock exchange). Add to that a privatisa- 
tion programme which has seen the gov- 
ernment reduce its share in Singapore 
Airlines to 63% (and more is to follow) 
and the plans for an unlisted securities 


market: what you supposedly will get is 
what Mrs Margaret Thatcher calls an 
"enterprise society". 

It is a tempting theory, much promoted 
by the economic committee and the gov- 
ernment. It is also practical: the CPF 
contributions provide a vast pool of mon- 
ey for individual investment; and the 
three government holding companies 
(which last year made profits of 
$$360.5m) can choose to sell shares from 
57 diverse corporations. But if investors 
are protected too much, how will they 
ever become enterprising? Both the gov- 
ernment and the people have to change 
their attitudes. 





Future inevitably imperfect 


"When this transition is over—and it won't be very long—it requires a grown- 
up electorate, one that understands that there are trade-offs, that there is a 
price.” Mr Lee Kuan Yew, for one, can see the need for change 


One of the most important things to 
remember about Singapore is its small- 
ness—not in terms of square miles (al- 
though there are precious few of those) 
but in terms of population. Drive across 
London and you will see more people in 
one day than in a week of driving in 
Singapore. The advantage of being small 
is that lines of communication are short. 
There is only one tier of elected govern- 
ment: when it speaks, through the un- 
complaining medium of the local press 
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and television, it is heard. Moreover, it is 
obeyed: there are simply not enough 
people to allow a balance of opposing 
factions. There are some 20 registered 
political parties—but the electorate is 
well aware that a parliament which in- 
cluded all would be paralysed by factional 
crises. It would be like Israel, but with an 
even more dangerous dimension of racial 
sectarianism. 

Apply the advantage of smallness to 
the economy and what you get is the 
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remarkable recovery from last year's re- 
cession. Unless the figures go haywire, 
this year's projected growth of 1-2% will 
turn into 4-5% next year. It is the kind of 
resilience that bigger countries can only 
envy. Those foreigners who gloated over 
Singapore's fall from pride and saw it as 
the end of Mr Lee's era were deluded: a 
country which has no oil, virtually no 
foreign debt and yet has the highest 
income per person in Asia and the Pacific 
after Japan, Australia and New Zealand 
is hardly a bubble about to burst. Indeed, 
it is poised to leave the developing world 
and join the developed. 

What hinders it is the immaturity of its 
educational system and its economic 
structure. The average income figures 
look good—and they are real, not the 
distortion of a handful of billionaires. But 
they also flatter. Singapore is not three 
times more advanced than South Korea, 
where the income per person is only a 
third of Singapore's. It is simply that 
South Korea has lots of poor farmers, and 
Singapore has virtually none—poor or 
otherwise. The reality is of a workforce in 
which only the young are sure to be 
educated, and of firms which are still ill- 
equipped to do more than assemble other 
countries' products. 

There is one basic obstacle to remedy- 
ing the defects; if you have few people, 
you inevitably have only a small pool of 
talent. Look around the various bastions 
of the Singapore economy and you see 
the same people popping up everywhere: 
Mr J. Y. Pillay is the chairman of Singa- 
pore Airlines, permanent secretary at the 
Ministry of Finance and managing direc- 
tor of both the Monetary Authority and 
the government's investment corpora- 
tion: Mr Michael Fam is the chairman not 
only of the mass rapid transit project but 
of the local soft-drinks giant, Fraser & 
Neave, and is a board member of Singa- 
pore Press Holdings and Singapore 
Airlines. 


~ Reaching out 
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Up to you, Mr Goh? 


And so it goes. You may try to stock 
the pool with more fish, but it remains a 
small pool. The latest talent-creating 
wheeze is a proposal to copy Britain’s 
independent public schools. The irony is 
that many Britons blame them for the 
British curses of class consciousness and 
muddling-through which are happily so 
absent from Singapore. 

How, then, can one talk sensibly of a 
Singapore after Mr Lee Kuan Yew? He 
may himself encourage such speculation 
with his references to a “second genera- 
tion" led by Mr Goh Chok Tong; and Mr 
Lee's son, the brigadier, is clearly another 
prime minister in the making—perhaps 
even instead of Mr Goh. But the truth is 
that Mr Lee is a fit, disciplined and 
intellectually brilliant man of only 63. An 
American equivalent might retire at 65— 
as Mr Lee has hinted he might—and then 
become an Ivy League professor, or head 
of an illustrious foundation. The Kissin- 
gers and Fords and Carters have some- 
where to go to, as do their European 
counterparts. Mr Lee has nowhere. One 
idea is that he will become Singapore's 
next president. If so, he will be an execu- 
tive president in the style of the French, 





not a ceremonial functionary as laid down 
in the present constitution. In other 
words, Mr Lee will probably continue to 
dominate Singapore until the end of this 
century. 


Independent spirits 

That is Singapore's paradox. Mr Lee 
recognises the need for change, but his 
very presence inhibits that change. Singa- 
poreans constantly complain that there 
are too many regulations and that Malay- 
sia's dirty village kampongs make better 
homes than the sterile HDB blocks that 
took their place in Singapore. But they 
complain without enthusiasm. The PAP 
machine is so powerful, and runs so 
smoothly, that they rarely bother to chal- 
lenge it—which is why the swing to the 
opposition at the last election came as 
such a shock. 

Do not blame Mr Lee for the political 
apathy. As he says: "It's not my job to 
build an opposition. But it is my job to 
make an opposition possible." And that 
he has done: there are no rumours of 
vote-buying and ballot-rigging in Singa- 
pore's politics and even Mr Jeyaretnam 
has to concede he is being pursued by the 
book. 

Instead, blame the very efficiency of 
the system. The economic committee has 
spelled out the need for entrepreneurship 
and innovation—and frankly admitted 
that their absence is because the govern- 
ment is “omnipresent” and has created an 
economy with too many safety nets. Pri- 
vatisation is One means to a solution; a 
government-backed venture capital fund 
and the proposed unlisted securities mar- 
ket are other means. Mr Lee has a more 
down-to-earth suggestion: let people run 
their Own HDB car parks; let the new 
towns elect their own representatives. It 
was all right for the old generation to be 
hard-working automatons (that is this 
correspondent’s paraphrase, not Mr 
Lee's), but “this lot has got to be a self- 
reliant, self-supporting and self-deciding 
lot. They must face the options, weigh the 
costs and the benefits, decide whether the 
trade-off is worth it." 

Whether they will surmount the chal- 
lenge—or even face it—is a matter of 
debate. In the end it is a question of a 
nation’s personality. Mr Ng Kok Song, 
the chairman of SIMEX, argues that the 
Singapore of Raffles was a city of risk- 
taking rubber- and coffee-traders. Why 
should they not have heirs today, as 
market-makers in everything from com- 
modities to bits of financial paper? And 
why should these heirs not treat the 
supposed threat of a deregulating Tokyo 
market rather as the Chicago traders treat 
New York—as a chance to grab more 
business? 

It is an enticing argument. But it may 





not be true. The trouble is that the 
nation’s personality is not yet fully de- 
fined—despite national service and the 
subtle practice that avoids racial ghettos 
by dispersing the Malays through the HDB 
estates. The “Singaporean” identity has 
been born but is not yet robust. If it were, 
the government would not need to hound 
Mr Jeyaretnam; and Mr Augustine Tan, 
MP, would have no reason to say: “If 
anyone wants to play on the race issue, 
religion, language . . . this place could go 
up in flames overnight." 

such an alarmist tone hits the wrong 
note to end this survey. The point is that 
the danger is foreseen—and so there will 
be no playing on such issues. The real . 
danger for Singapore is not that it will 
collapse overnight—few countries, not 
even city-states, have done that in histo- 
ry—but that it will fail to develop the 
necessary virtues of entrepreneurialism 
and a more flexible style of politics. 
Surmounting that challenge will test Mr 
Lee, his successors and the electorate. 
But, as one foreign diplomat noted, cau- 
tioning this correspondent against instant 
expertise: "Remember, they're bloody 
clever and pragmatic.” 








Or you, Mr Lee? 
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DONT LOWER YOUR EXPECTATIONS 
TO MATCH THE ROOM IRATE 


If you are tempted to choose 
a hotel in Singapore because of 
price, you certainly will not find 
what Sheraton Towers offers. 

Butler service for every room. 
Valet service to remove creases 
from clothes after unpacking. 
Wake-up coffee or tea with the 
morning newspapers. Full a la 
carte breakfast. In-room movies. 
Unrestricted use of gym and 
sauna. Luxurious personal care 
amenities. Toiletries case. All with 
our compliments. 

Expect excellence in service 
and value. Come to Sheraton 
Towers Singapore. 


For reservations call your travel planner or 
Sheraton in your area: 





Hong Kong: 3-739 3535 Jakarta: 365008 
Singapore: 532 6000 Manila: 506041 


The hospitality people of ITT 
Thirty-Nine Scotts Road. Singapore 0922 


Kuala Lumpur: 243 7522 Bangkok: 233 5160 Tol 737 6888 Telex RS 37750 SHNSIN, Telefax 737 1072 


Take the advantage of Turkish Airlines 
new A3IO service from singapore and Bahrain. 





"TURKISH AIRLINES will fly you in Fly Turkish Airlines to Istanbul. And 
the world's latest, most luxurious connect to the world. - 
widebody jetliners to Istanbul. A city 
worth seeing. The mysterious and 
splendid seal welding Europe to Asia. 
Our extra-roomy Airbus A310's offer 
faster service. Peace. Quiet. And the 
option of full First Class service that 


makes flying a real pleasure. —-—^ TURK HAVA YOLLARI 
JU TURKISH AIRLINES 





Singapore: 545 Orchard Road 02-21 Far East Shopping Center, Tel.: 732 45 56-57; Telex: 34 797 thy sin 
Bahrain: Car Park Building Center Main Government Road; Manama P.O.Box 2777, Tel.: 27 77 47 
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Next month, Mr Neil Kinnock will make 
his second visit as Labour leader to Wash- 
ate ington. He will try, not least, to sell his 


party's non-nuclear defence policy: Once 


again, America will be unimpressed. ~~ 
The memory of Mr Kinnock's 1984 visit 
is still fresh in official Washington, and 
awful. He was—it is said—inexperienced, 
naive, hopelessly ill-informed about cen- 


tral America. He was unwisely rude - 
about Mr George Shultz, the secretary of 


“state. But who cared, then? Labour had 


just suffered electoral disaster. Today, 







American policymakers have to take Mr 
Kinnock seriously. He and his party are 
cheerfully committed to renouncing not 








just Britain's nuclear umbrella but Amer- 


ica’s as well—and within 12 months they 
could be in power. 

That is not a prospect that Washington 
relishes. The Americans could maybe live 


with Labour’ s commitment to decommis- 


Sion the Polaris neh idan and canc 


Deforicsiegh in Washington 


 geous. ' 


JUMP 


WASHING TON, DC 


administration would prefer both deci- 
sions co-ordinated with other moves on 
arms reduction, but neither need bust the 


alliance. 


But Labour would also ban all Ameri- 
can nuclear weapons from Britain: cruise 
missiles; the submarine base at Holy 


“Loch; nuclear depth-charges; nuclear 
rms for (or on) British-based F-111 áir- 
craft, or stockpiled for American forces. sp 
that could be flown to reinforce NATO . w 
Europe in crisis. About a dozen Ameri- 
can bases would be affected, though they- 
The 
. operation of those that remained, and of 





would not necessarily have to close. 


the 32,000 American servicemen in Brit- 
ain would be governed by a new treaty. 
At least until the Reykjavik summit, 


American policymakers reckoned these. 
- elements in Labour's plans were outra- ` 
The cruise missiles were the em- cto 
É bodiment ot NATO" s two-track roga 





. cluded: To Mr Kinnock’s advisers this 
| was manna from heaven. Mr Reagan, 


exposed to the Warsaw pact's greater 
strength in conventional arms, is arguing 

for missiles that even the Americans 
consider dispensable. American conser- 
..Vatives, alarmed enough by what nearly 
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it was said, would so undermine t 
policy that Britain could not remain wi ] 
in the alliance. As for making their bases 
in Britain non-nuclear, officials said sim 
ply that they would not leave American 
troops in a vital European country unpro- | 
tected by nuclear weapons, and even if 
they wanted to, public opinion would not 
let them. | 
"Then came Reykjavik, and the near- 
agreement to phase out all medium-range 
nuclear weapons in Europe, cruise in- 








































they. argue (ignoring star wars), has 
adopted their own policy; Mrs Thatcher, 
fearful that Western Europe may be left 























happened at Reykjavik, have noted the 
shot in the arm it gave to Europe's left. 
Labour now has a golden opportunity 
to appear statesmanlike. It could accept 
one possible outcome of negotiations o 
European medium-range weapons: the 
reduction to about 100 warheads on eac 
side, some based in Britain. This woul 
satisfy every government in Europe— 
and, probably, every other left-of-centr 
opposition party too. But Labour defen 
strategists say no: if it was all-but possible 
at Reykjavik to get rid of these weapons, 
then keeping even a few of them is a 
unacceptable second-best. Whether o 
not there is a superpower agreemel 
before. the general election, they sa 
Labour s policy will not change. | 
Nor will American reaction to it. At 
Labour’ s conference, the party's lead Is 
suggested that Mr Caspar Weinberge 
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1 - stand. up dor Ameri a's interest: 
abroad. Besides, he has long been í con- 
niced that Europeans do not pay enough 
r the defence that America offers them. 
et a European government monkey 
about with American defence interests or 
he security of its personnel, and Mr 
unn is quite capable of recommending 
hat American troops be brought home. 

. Any. lingering Labour hopes | should 
have been removed by a recent article in 
he Wall Street Journal. by Mr Steven 
Solarz. A liberal Democrat, he chairs a 
oreign relations subcommittee in the 
ouse of Representatives. He is the kind 
of man who, with the likes of Senator 
Nunn, will be. forging the Democrats’ 
defence and foreign policy for the 1988 
_ presidential election. 

_. His message was uncompromising. Mr 
Weinberger, he said, spoke for all Ameri- 
.cans: Labour’s defence policy is indeed 
unacceptable. While Americans had no 
right to interfere in British politics, they 
. had every right to comment on British 
. policies affecting American interests. No 
. more than New Zealand with the ANZUS 
treaty could a Labour-governed Britain 








. How do you prove that television is 
biased? Easy: define "truth" as you see 
it, "bias" in the way that suits you and 
then reach whatever "objective" conclu- 
sions you like. A report from the hither- 
to unknown Media Monitoring Unit, out 
this week, does just that. 

Financed, among unnamed others, by 
Lord Chalfont, a former Labour minister 
| . who has long marched right, the report 
{ covers current-affairs programmes over 
a year from mid-1985. It accuses nearly 
-all of them of leaning to the left. 
zo Its first act of balance is to choose for 
<< study. one programme each from BBC-1 


attract 47% of TV viewers, three from ITV 
= (4496 of viewers) but six from Channel 4, 

= Which wins just 9% of the audience. 

Channel 4 is indeed quite widely seen as 
the Guardian of the airwaves, but then 
that is almost part of its job: it is bound 
by law to appeal to minority tastes, and 
minorities tend to be anti-establishment. 

So do those citizens who feel strongly 
'enough to seek the right of expression on 
"access" programmes, three of the elev- 
en studied. To this extent, the report 
may be finding a “bias” that anyone 
would find—but should. hardly complain 
at, given the huge counterweight of es- 
tablishment assumptions that (inevita- 
bly) pervade television like other media. 

The report is based on some odd 























did died, penny because a 


_ and BBC2, channels which between them. 


criteria. A programme about the Man- . attac 
chester airport disaster--in which 54 





Labour imposed. its terms on them. | 

Many in the Labour party cannot face 
up to that bipartisan reaction, because 
they cannot understand it. America, they 
argue, is prepared to let other European 
countries, like Spain, get rid of nuclear 
weapons. It would not want to lose its 
intelligence-gathering facilities in Britain 
or at the British b se at Cyprus. It cannot 
gain by removing troops from Britain. By 
his own lights and on his own terms, Mr 











Kinnock wants to be a good ally of the 


Americans. All that is needed, his advis- 
ers argue, is for Americans to recognise 
that the alliance has changed since 1948, 
when a broken Europe desperately need- 
ed American protection. It must now, 
they say, be an alliance between equals. 
Why should that be so hard for America 
to accept without pulling its troops out? 
There are two answers. The first is the 
American budget deficit. If it is to be cut 
substantially, military spending will have 
to suffer most. This pressure will aug- 
ment—it has done so already—the criti- 


d m right, you're biased 


charter seats hindered their escape—said 
safety standards had been eroded in the 
pursuit of profit. This, it seems, is bias 
against the right. 

For what it is worth, Channel 4’s A 
Week in Politics is judged both the most 
balanced and the only series more often 
slanted to the right than the left. ITV's TV 
Eye and BBCI'Ss Panorama come equal 
second. Most left-wing are BBC2's access 
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tionists will unite to bring the boys home. 





The second reason for the breadth of 
American opposition to Labour's policy 
is sadder. Odd as it may sound in Britain, 


there a are Plenty of honest. men in Wash- 





were of no. account; 
would decide that the d. 
was not worth the trouble. Ln 
Mr Kinnock's best hope is to emphasise 
the other half of his defence. policy. 
Labour says it would spend more on 
conventional forces. There is no reason, it 
argues, why the European pillar of NATO, 
which the Americans have always wished 
to strengthen, should be a nuclear one..«« 
Mr Kinnock must seek to convince Amer- | 
icans that the alliance has room both for 
those who believe nuclear weapons make 
them more secure, and for those who 
believe exactly the opposite. He must 
convince the British electorate too. If, as 
he may, he achieves at home what he 
cannot abroad, many people in Washing- 
ton think there will be no alliance left to 
worry about. 


MIS 


How not to keep 
secrets 
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The British government, represented in 


. court by the cabinet secretary, Sir Robert 


Armstrong, has been trying to stop an 
Australian company from. publishing in ~ 
Australia a book written by a man who i$ 
now an Australian. It has thus ensured ~~ 
that both writer and company will make 
large profits when it is eventually pub- 
lished there or somewhere else. The 
book's author is Mr Peter Wright, who 
worked for the Mis branch of Britain's 
secret service from 1955 to 1976. One of 


his main contentions is that Sir Roger 


Hollis, who was director-general of MI5 
from 1956 to 1965, was also a Russian 


agent. 


The British secret service has a de- 


__ served reputation for being largely out- 
. Side political control. For the first 20 post- 
|. war years, it was racked by generally true 
n! heo hide that it was Hered epa Rumas 










tion to the Russians in 1939-41 (they 
passed it straight to Hitler), it became 
much more respectable when Russia 
joined the allies in 1941-45. After 1945, 
the right course would have been to close 
down an organisation geared to spying 
against the Nazis and set up a new one to 
spy against the Russians, but MIS success- 
fully resisted that. The scandals involving 
Burgess, Maclean, Philby and Blunt (who 
was only publicly unmasked by Mrs 
Thatcher in 1979) followed. 

The allegations against Sir Roger Hol- 
lis, who died in 1973, are not new. 
Indeed, they have been fully aired in 
recent books about the service by Mr 
Chapman Pincher and Mr Nigel West. 
These books made extensive use of MIS 
sources. Other books are on the way: 
one, to be published in Ireland, is by a 
former MIS employee and includes direct 
quotations from other members of the 
service. It is therefore not clear why the 
government is trying to stop the publica- 
tion of Mr Wright’s book. The Australian 
judge in Sydney is mystified. But the 
Australian government is supporting the 
British case, because it is afraid that 
otherwise Mrs Thatcher might not pass on 
new spies’ reports to it. 

In Parliament, Mrs Thatcher refused to 
answer questions about the case. First she 
tried to invoke the sub judice principle 
and then, when that failed, she fell back 
on the line that governments do not 
comment on matters involving the intelli- 
gence services. In fact she has in the past 
been more open than most of her predes- 
sors. Not only did she decide—against MI5 
advice—to unmask Blunt in 1979; she 
also made a statement about Hollis in 
1981. Circumstantial evidence that a 
"mole" was operating at the top of MIS in 
the early 1960s is strong: and Hollis was a 
weak man not to be able to clean out his 
_ Stable. But most people who have read 
the full evidence (such as Lord Trend who 
wrote a detailed report, and Mr Roy 
Jenkins who as home secretary read it) 
agree with Mrs Thatcher that Hollis him- 
self was probably not the mole; there is 
better reason to suspect his deputy, Gra- 
ham Mitchell. 

Whitehall’s view seems to be that, 
because MIS's successes in recent years 
cannot be trumpeted (since the Russians 
don't know about them), it is “unfair” that 
its earlier messes should be publicised. But 
fighting this case in Australia has not only 
involved an extravagant—and, indeed, 
humiliating—use of the time of Britain's 
top civil servant; it has also made the old 
messes iook even more lurid. Mr Wright's 
plan to publish his autobiography (written 
afterhe had drawna pension with a promise 
that he would not write it) is not honour- 
able; but this week's attempts to stop it are 
plain foolish. 
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Less work, more muggings 


How far can unemployment be held 
responsible for ill-health, poverty, riots 
or crime? Politicians disagree, and aca- 
demics are generally not much help. 
They have found significant associations 
between, for example, unemployment 
and mental illness, but have yet to pro- 
vide firm proof of the causal link. Now a 
study just published in the British Jour- 
nal of Criminology establishes more 
strongly than previous evidence that cer- 
tain people are more likely to commit 
certain crimes when out of work. 

Everybody agrees that proportionate- 
ly more unemployed than employed peo- 
ple are involved in crime. The difficulty 
up to now has been in proving which 
leads to the other, or how far other 
factors like delinquency or homelessness 
tend to make the same people who find it 
hard to get jobs more likely to commit 
crimes. 

The new research, carried out by the 
Cambridge Study in Delinquent Devel- 
opment, got round this problem by fol- 
lowing individuals to establish whether 
they behaved differently in and out of 


Victims of crime 


What price 
violence? 


If you are mugged on a London street, 
the British government may pay you 
compensation for any injuries you sus- 
tain. But you might have to wait more 
than a year to get your cash, and there is 
no law saying you must get it at all. Under 
the new Criminal Justice bill, however, 
the existing criminal injuries compensa- 
tion scheme is to be enshrined in law. 

The Home Office is also to increase the 
scheme's cash in an attempt to clear a 
long backlog of cases. Since the Criminal 
Injuries Compensation Board was set up 
in 1964, the number of claims has soared. 
In 1984-85, it received 34,890 applica- 
tions. It had 41,758 cases outstanding at 
end March 1985. During the following 
year, nearly 40,000 applications came in, 
but only 30,000 cases were resolved. 

The variety has grown, too. Claims 
have come from engine drivers suffering 
nervous shock after somebody had 
thrown himself in front of the train, and 
policemen injured in car accidents when 
rushing to the scene of a crime. The new 
legislation follows the advice of a civil 
service review of the scheme, to restrict it 
to a more narrowly defined set of cases. 

Its primary purpose will be to help 
people who are injured while directly 
caught up in a crime, rather than those 


work. The researchers followed 411 
working-class young men in their first 
three years after leaving school. [ts con- 
clusion: youths who are already disad- 
vantaged are more likely to be thieves or 
burglars—but not rapists or vandals—if 
they are unemployed. There was no 
evidence that young people from more 
stable backgrounds fall foul of the law 
because they are out of work. 

Despite the qualifications—and the 
age of the evidence, which dates from 
the early 1970s, when unemployment 
was just nudging Im—the new study will 
provide ammunition to opposition par- 
ties. The government has till now denied 
that unemployment causes crime or ri- 
ots—despite a Home Offjce study of the 
1981 disturbances in Handsworth, Bir- 
mingham, which said that it did. Minis- 
ters may now want to return to the moral 
argument, summarised by a cabinet new- 
boy called Norman Tebbit when he told 
the 1981 Tory party conference of the 
solution found by his father when sacked 
in the 1930s: “He didn't riot. He got on 
his bike and looked for work." 





who can make imaginative links between 
their injuries and criminal activity. A 
policeman will be eligible if he is shot by 
the thief he is chasing; not if he falls down 
a manhole during the chase. This is no 
theoretical example. In the scheme's first 
15 years, policemen injured in the course 
of their duties accounted for nearly one in 
five of all successful claims. In 1979 their 
ability to claim for accidental injuries was 
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King Coal in exile 
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What do you do with 100,000 redundant coal miners? Not a lot, it seems. 
Unemployment in coalfield communities is especially hard to cure 


The obese coal industry has been slim- 
ming drastically since Mrs Thatcher 
came to power. Yet though 100,000 
people have left since 1979, it still shows 
no signs of profit: British Coal's chair- 
man, Sir Robert Haslam, expects to lose 
about £300m in 1986-87. 

Job losses this year have been large. 
At Christmas, the government will close 
the list of applications for its redundant 
> mineworkers' payments scheme (RMPS), 
.. designed to ease the aging-pains of the 
». industry by paying off some miners gen- 
.. erously from the public purse. There- 
~~ after, outgoing miners will get less entic- 
ing redundancy packets paid for by BC 
itself. So applications for voluntary re- 
dundancy have soared while the going is 
good. Since April alone, 20,000 have 
gone or are under notice to go. Mine 
managers say their problem is not find- 
ing candidates for redundancy, but per- 
suading the rest to stay. 

The shake-out might not end there. 
The 122,000 workers left are expected to 
turn out 90m tonnes of deep-mined coal 
a year—an output which the government 
has said is about right for the long term. 
But the National Union of Mineworkers 
(NUM) still fears the long-term aim is an 
industry with only 70,000 men, produc- 
ing perhaps 65m tonnes of deep-mined 
coal a year. It may be right. Not much 


more than 65m tonnes of coal a year may 
be needed in Britain if oil stays cheap. 
And the industry could not be profitably 
privatised without more manning cuts. 


The social costs 

Unemployment in mining areas hits 
hard. Some mines are miles from any- 
where, and served by small villages 
that have few other means of support. 
Dominated by the spoil heaps, mining 
villages where the pit has closed seem 


almost deserted. There are a few sad 


remnants of the miners’ strike: “No 
surrender!", for instance, painted on a 
bridge. Many houses are in a grim 
state of repair. 


Some districts still have 6096 of male. 


jobs in mining or water; in the larger 
area of Bolsover, the figure is 46%. 
Coalfields have suffered badly from un- 
employment in general: of the 22 travel- 


to-work areas that saw the highest rise in 
unemployment between January 1985 


and April 1986, 14 are coal communities. 
In the early days of the RMPS, the 


industry could slim by releasing the old- 


est miners: the result felt more like early 


retirement than unemployment. No 


longer. The latest batch of redundant 
miners are far too young just to retire. 
When the pit at Hucknall in Nottingham- 
shire was closed this month, 56%: of the 





' social problems caused by 
Sica pits? The House of Commons 
energy committee is meant to produce 


some thoughts on coal this month, If the: 
:question of social costs produces a big 
row, the Labour members might draft 
their own report. 


British Coal has done its best, by 
making a point of seeking only voluntary 
redundancies. The government, as well 


as supplying the golden handshakes until 


this year and covering BC's trading 
losses, gives special “social grants" 

One effort to ease the pain is the 
establishment of a separate company, BC 
Enterprise, to lend money to job-creat- 
ing schemes in mining areas, and to 
support enterprise agencies with money 
and training help. So far, it claims to 
have helped create almost 12,000 new 
jobs; its aim is to find jobs for all the 
35,000 people made redundant in 1984 
and 1985. It has a fund of £40m, of which 
nearly £19m has been spent or lent so 
far. That money has pulled in a total of 
£104m from other sources. BC Enterprise 
usually has to work indirectly. It waits 
for schemes to be put to it by enterprise 
agencies, or lends money to firms that 
want to relocate. It tries to persuade 
miners and firms to participate. 

As far as it goes, BC Enterprise is doing 
a good job. But it is not going far. With 
its short purse and its indirect methods, 
it cannot. Redundancy payouts last year 
came to more than ten times BC Enter- 
prise’s entire fund. 

To attack the problem more vigorous- 
ly, more help is needed for: 

@ Retraining. Sometimes miners can 
easily find jobs as electricians. But the 
idea dies hard that training is something 
that happens only in one’s late teens. 
Small business spirit is hard to find in 
coal communities. Even some young 
people there would rather hold out for a 
pit job than join the youth training 
scheme. 

€ Extra infrastructure spending. When 
roads are poor and houses are depress- 
ing, no new employer wants to relocate 
in a coalfield community. 

@ Efforts to minimise the environmental 
damage a disused pit can do: not just 
reclaiming spoil heaps, but also making 
sure that rusty equipment is promptly 
removed. A former coking works in 
Rotherham is now one of the biggest 
derelict sites in Europe. 


€ Making the best use of land that is 


suitable for redevelopment. Since the 
closure in 1979 of the Rockingham col- 
liery in Barnsley, a prime industrial site 


has lain vacant half a mile from the M1. 


In some cases, BC declares an interest in 
using a site for opencast mining. The site 


must then lie empty, perhaps for years. 


All this would cost money. But money 
spent on regenerating coal communities 
is a better long-term investment than 


keeping open. their uneconomic pits. 


| ho—ot er than the miners—should 
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others. whose job is to enforce the law, 
from being compensated for any accident 
at all. The argument is that the risks come 
with the job, and that policemen are 
already well compensated for them in 
their pay packets and pension arrange- 
ments. The policemen' s union, the Police 
Federation, is furious. As crown servants, 
it says, policemen cannot be insured by 


their employers, and a pension will rarely - 


compensate fully for a disabled. police: 
man’s injuries. 


. Despite the scheme’s new legal status, E 
the compensation board will still have 
considerable discretion to turn. down 


claims. It may do so, for example, if it 
considers that the claimant’s “character, 
way of life or the conduct in which he has 
engaged at any time" are unsuitable. The 
lk. has already used such a catch-all to 
exclude victims of gangland revenge at- 

tacks; it has also refused. a rape victim 
who had once been convicted of shoplift- 
ing. The government has been keen.to 
contain the rising take-up of the scheme 
as it becomes better known. Still, it has 
allocated much more money: an extra 
£114m over the next three years, which 
will all but double the annual cost by 
1990, by when it hopes to have caught up 
with the backlog of applications. | 


Arts spending 
Fast and Luce 


The arts lobby’s angry season began on 
November 17th when Mr Richard Luce, 
the arts minister, gave. out his depart- 
ment's spending figures for next year. His 
- clients pronounced themselves. duly out- 
raged and disgusted. Mr Luce made it 


""clear that he, equally predictably, was . 


taken aback by their ingratitude. — 
Total cash spending, the figure that Mr 
Luce naturally made most of, will rise by 


54% between 1986-87 and 1987-88. That — 
is less than most Whitehall departments 


will get. But half of Mr Luce’s extra 


bunce will go to a single project: the new 


- building in St Pancras to house the British 
Library. So others in the creative bread- 


line will have to make do with about - 
. 395 —less than the likely rate of inflation. d 


How will they fare? 


Mr Luce's hungriest dependant. is the | 
Arts Council. On top of its 1987-88 basic 


provision of £113m, it gets £24m “aboli- 


tion money" to make up for lost funding © 


from the defunct Greater London Coun- 


cil. Count the two together, and the Arts- 


Coi uncil faces à cut in real terms. But t 





new bill will prevent. them, along. with E 


rise in | basi provision alone—which is 
33% this year. 

The Arts Council had in fact éxpeited 
less. In the event, it got just £1.6m less 
than its declared “bare minimum", which 
everyone, i luding the Arts Council, 





knows is nothing of the sort—because, - 
union, the council makes. 

demands (in this case £164m) which it 
would be astonished to see met. Next 
time, it will have to choose either to stop 
. the growth of minor clients or to trim the 
ample waistlines of the big companies in 
< London (opera, Royal Shakespeare and 
National Theatre). 


like a trade. 


< Museums and galleries will get a 3196 
rise. Most of their money goes on sala- 
ries--which are set by negotiation with 
the government. When its ministers settle 
higher than its accountants predict, the 
museums have to cut the rest of their 
spending in mid-year. Last year, the Vic- 
toria and Albert was told to expect its 
wage bill to go up by 2.6%. The settle- 
ment turned out to be between 53975 and 
6196—and. wages account for 82% of its 
budget. So. it had to cut the rest of its 
spending by 15%. The British Film Fristi- 
tute has the same problem. 

The government wants more institu- 
tions to look for private money. At the 
moment, too many institutions regard 
going cap in hand to businesses as a last 
resort. Mr Luce already has a Business 
Sponsorship Investment Scheme which 


throws in a government pound for each 


new pound of private money. Now he is 
planning a new arts marketing scheme to 
prod them to sell their delights more 
professionally, with £4m in prize-money 
for the best schemes. 


Labour's economic policy _ 


Growth through the 


town halls 


Local councils would make a "major 
contribution" to a Labour government's 


attack on unemployment, says Mr Neil 
-Kinnock.. Labour councillors and La- 
. bour's employment spokesman, Mr John 
Prescott, are busy working out how they 
^ can. Tory ministers gleefully await fresh 
‘ammunition for their campaign against 
the town-hall “loony left". | 


Labours plans have both economic 
and political roots. All but diehard 


Keynesians now recognise that, in these 
times of free trade and shrunken manu- 


facturing, new money hurled at the econ- 
vill mainly create jobs in Germany 


; collectively have at least £6 billion that 
this government will not let them spend 
and a Labour one would; but the places 
that need most capital spending possess 


councils best geared for the urgent wor! 


cal; so are e other council claimants for th 


Most councils have no blueprints yet fo 


n. Yet the Wilsonian alternative, — (CI 



















inei the national leadership has to 
listen to the town halls that have provided 
Labour's only power base—and, by the 
way, kept their jobs while all around were 
losing theirs. So meet all these needs, say 
ambitious councils, by giving us the mon: 
ey to try local regeneration instead. 
-How much money, for a start? Councils 








least. of it. As to current spending, each - 












































Local councils at work 
Local authority: 
SOO 


as * of total 1 
labour force F 


total expenditure 
as % of GDP 


All figures Batain : 





Sources: Treasury; O&O: Dept of Employment 


pound taken from ratepayers would cut: 
those ratepayers’ largely local spending - 
down, so what would Whitehall offer? Mr- 
Kinnock talks of an extra £500m-1 billion 
to improve services in Labour's first year: 
peanuts, in councils" current spending 
that totals some £34 billion. 3 

Then who, exactly, is to get how much 
Some left-wing councils, like Mancheste 
or Islington, have spent themselves ear 
deep into debt. They should be baile 
out, they argue; and not just as a reward 
for past work but because they are thi 


of the future. National leaders are scep 


money.  . 
Next, even if money grew on trees. 
could not all be usefully spent overnigh 


rapid i increase in spending, and few st 
to spare to prepare them. The Labou 
front bench is working with some counc 
that have prepared detailed studie: 
Hull; Sheffield, Southwark and Lan 
shire county's enterprise board, Lan 
shire Enterprises; others are being « 
couraged, through the Labour-orie 
Centre Sede Local Economic. Strateg 
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om current spending on public services: 
more home helps, staff for day care, 
irseries and other “unmet needs". 

"That alone—-especially those unmet 
needs, a category that can be expanded 
for ever—will raise ministerial eyebrows. 
But will it raise morale in Conservative 
entral Office? Voters, on opinion-poll 
evidence, are rather in favour of public 
services. Perhaps they can be persuaded 
to believe that any new jobs will all go to 
left-voting black lesbians? 

Central Office will certainly try—and 
may succeed. For there are two specifical- 
ly socialist strands in this programme for 
job-creation, and one' of them is indeed 
the belief that “jobs” does not mean any 
_ ald jobs, but socially useful and properly 
- paid jobs for those that need them most— 
in particular, women and black people. 
. Councils could both give the lead in this 
 and—through contract compliance 
. Clauses and requirements placed on firms 
_ they subsidise—nudge the private sector 
. to follow suit. 

. » The other strand is the one that more 
serious critics will light on, a belief un- 
shaken, indeed strengthened (“look at 
the results") by years of free-market 
- government, in economic intervention. 
_ As Mr Kinnock put it in a message to the 
-. CLES conference, in 

-=> the benefits that stem from sensitive and 
|: specialised intervention in the planning and 
= management of local economies 

. The CLES folk interpret this generously: 
- They reckon local councils should be 
active in vocational training: not just for 
their own needs but to supplement (or 
replace) the work of the Whitehall-run 
Manpower Services Commission, and to 
ensure more training in local firms. 

They argue for public enterprise. They 












row of an election, to remove, or greatly 
crease, the “Section 137" ceiling—the 
product of a 2p rate—that limits how 
much a council can spend on purposes of 
'neral benefit, the heading under which 
abour councils usually justify their eco- 
omic activities. They say that restric- 

















be abolished. 









industry will be no more ready to supp F 


recreated. The first jobs will have to come 


ant a Labour government, on the mor- — 


tions on councils’ trading activities and on ch 
their direct labour organisations should da 


means steering it not just into. preferred E 
locations but into preferred sectors too: 
left-wing supply-siders- fear that British. 





















ith difficu learning to 
draw: the loca p private sectó and private 
capital, into their activities. 

As to finance, the CLES has its eyes on 
some £20 billion i in local-authority pen- 
sion funds, and some £1} billioa of new 
money coming into them. Many Labour 
people feel that strict account-book crite- 
ria are too narrow for these funds: invest- 
ing in the local economy, they argue, is 
another way to secure their members' 
future welfare. 

Will any of this happen? Unless Labour 
wins power, no. If it does, the needed 
infusion of business and accounting and 
management skills would be huge. A 
great many truly patriotic Tories may be 
needed if municipal socialism is not to fall 
flat on everybody: s face. | 







































Unemployment 
Don't cheer yet 


The. number of adults out of work in 
Britain fell in October for the third month 
running. Since July, unemployment has 
dropped by an average of 18,500 a month 
(seasonally adjusted) to 3.2m (or 3.7m, if 
those removed by statistical sleight of 
hand are added back in). That is the 














ain manufacturing, Pies 
E change ona year ago. 6 






















> They believe that councils can, and will 2 a : 
le to, intervene e fectively to restruc- — 


the same nerad 


"More productive - S 
Output and produci * | 


Nu No Producivity | 


grow ES ied Hien year and mn 


Certainly, output: a. seems to 
d wee Real : GDP >: ids about 





; pared with: a fall of 
1% in the first half of 1986. | 

The recovery in manufacturing output 
has been matched by an improvement in 
productivity. Inthe 12 months to Septem- 
ber it jumped by 3.3%. The result: em- 
ployment in manufacturing fell by 20,000 
in the third quarter— well above the aver- 
age quarterly fallin 1985. — - 

However, only one in four jobs is in 
manufacturing. Total employment in the 
economy has continued to grow: by about 
200,000 jobs during the year to June 1986 
(the latest figures available). That “eug 
includes a big chunk of inspired guess 
work: a 120,000 growth in the self-em- 
ployed. The remaining 80,000 rise repre- 
sents the balance between a 170,000 
increase in the number of part-time fe- 
male employees and a 90,000 drop in 
male and full-time female employees. If 
two part-time jobs are counted as one 
full-time one, the total number of em- 
ployees has actually fallen slightly during 
the past year (see chart). 

So why is unemployment lower? Main- 
ly because more people are being mopped 
up by special employment and training 
schemes. During the past six months the 
number of adults on special employment 
schemes, notably the Community Pro- 
gramme, has risen by about 5,000 a 
month—almost exactly matching the fall 
in unemployment in that period. At the 
end of September, 729,000 people were 
on special employment schemes, includ- M 
ing the Youth Training Scheme (vs). 

The tougher "availability for wok? 
test for claimants, introduced at the end 
of October, is likely to scare some people 
off the dole over the coming months. 
Along with the continued expansion of 


. the Community Programme and YTS, this 


could produce a decline in unemployment 
over the next year of Mem 10,000- 


- 20. ,000 a month. 


How many more new jobs appear will 
depe nd largely on growth and the rate of 
pay rises. The Treasury thinks GDP will 














BUSINESS THIS WEEK 


Ivan Boesky, Wall Street's leading 
arbitrageur, turned supergrass after 
being unmasked by Dennis Levine, 
who was charged with insider 
trading in May. He also agreed to 
pay $100m in penalties and allow a 
government escrow agent to wind 
down his affairs. He was banned for 
life from dealing in America. A grand 
jury is investigating Mr Levine's old 
firm, Drexel Burnham Lambert. 


The London Stock Exchange has 
shelved its share-dealing inquiry 
into Geoffrey Collier, ex-director of 
Morgan Grenfell Securities, until the 
DTI has finished investigating. 


Bank of America says it is selling $7 
billion-8 billion of assets to 
strengthen its balance sheet and 
remain independent. A Californian 
rival, First Interstate Bank, which has 
bid $3.4 billion for Bank of America, 
has other ideas. 


Alan Garcia's government wants 
foreign investors to “bet on Peru”. It 
also hopes that sales of shares in 
state-owned companies will raise up 
to $400m in the next two years. 


Investment company British & 
Commonwealth announced an 
agreed bid for Exco, the financial 
services group. 


An American corporate raider, Saul 
Steinberg, now owns 1396 of 





Mercury, the parent of British 
merchant bank S. G. Warburg. 


Terrorists murdered Georges Besse, 
the chairman of Renault, the French 
state-owned motor group. 


Francois Perigot, the boss of 
Unilever-France, was nominated by 
the Patronat's executive council as 
their preferred candidate to become 
chairman of the French employers' 
confederation next month. 





James Goldsmith, an Anglo-French 
financier, defended his $5.3 billion 
bid for America's Goodyear Tire and 
Rubber before a hostile 
congressional sub-committee. 


Ferruzzi signed a £425m deal with S. 
W. Berisford to acquire a 70% stake 
in its British Sugar subsidiary—if the 
monopolies commission approves. 


Nelson Doubleday and Fred Wilpon 


agreed to buy the remaining 9596 of 
the Mets baseball team from 
Doubleday, the New York publishing 
house that West Germany's 
Bertelsmann is buying. 

James Baker, the American treasury 
secretary, described America's - 
trade deficit with newly- 
industrialising Asian countries— 
Hongkong, Singapore, South Korea 
and Taiwan—as ‘‘unsustainable, 
both politically and economically". 


At $2.4 billion, foreign investment in 
China was 42% lower in the first nine 
months of 1986 than a year earlier. 


The Chirac government is to 
dismantle the cumbrous system of 
French credit controls by the end 
of 1986 and further ease exchange 
controls. 


Japan and America signed an 
agreement limiting the growth in 
exports to America of Japanese 
cloth and clothing to 0.8% a year 
until the end of 1989. 


The Japanese Ministry of 
International Trade and Industry 
asked Japanese carmakers to curb 
their sales in Europe in 1987 to ease 
trade tensions. 
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Economic and financial indicators 
are on pages 103-104. 
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Corporate scorecard 
Net % % change 
profit oncomp Sales on comp 

Company Period $m* $m* period™* Comment 

ANZ Y Sep 30 215 +5 — — Profits of the Australian p p group ir from recent 
acquisitions, especially Britain's Grindlay's Bank 

Atlas Copco N 30 74t —16 1,030 *1 Export profits of the Swedish air-compression, rock drilling and 

- mining equipment group were undermined by a weak dollar and a 

weaker pound. 

Barlow Rand Y Sep 30 458t +28 6,190 +20 Almost half of the profits at the South African mining and 
industrial group came from overseas. 

Bear Stearns H Oct 31 69 +63 — — A fourfold increase in brokerage income in the second quarter at 
the big American investment bank pumped up half-year profits. 

British Airways H 30 211 -30 2,550 -2 With the American raid on Libya and fear of terrorism in Europe, 

"d :- A many American tourists stayed at home. 

K Mart N Oct 29 297 +41 16,880 +8 Minus last year's lossmakers, America's big discount department 
= den mdi record sales in the third quarter. 

Kyocera H Sep 30 43 -37 730 -7 pres n and e conas uent fall in sales of optical precision 
equpmert Wi prosa the apanese maker of ceramic packages 

Nomura Securities Y Sep 30 835 +76 — — 


Japan's and the world's Tiwi, at dae diti 


this summer's surge in the Tokyo 


Y = Year ended. N = Nine months ended. H = Half-year ended. () Loss. "Converted at average exchange rates. **Based on local currency figures. f =Pre-tax profit. 
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Why the Philippines cannot 
afford to be poor 


If the present is any guide, the future for 
the Philippines economy is much bleaker 
than its planners pretend. The draft of the 
government's new five-year-plan, begin- 
ning next year, talks airily of an annual 
real increase in GDP of 6.4% and of 10.2% 
E investment. That does not square with 
cent events: the collapse in New York 

of talks with foreign banks to restructure 
the most pressing part of the country's 
$26.5 billion foreign debt; the kidnap, 
torture and subsequent murder of the 
trade union leader Mr Rolando Olalia, 
which prompted his followers to call a 
general strike; and the kidnap of Mr 
Nobuyuki Wakaoji, the head of the Ma- 
nila branch of Mitsui, just as President 
Corazon Aquino of the Philippines re- 
turned from a fund-raising trip to Tokyo. 
Mrs Aquino's government is in a bind. 
Businessmen, Filipino or foreign, will not 
invest while the political climate is so 
volatile—but without economic improve- 
ments there can be no political stability. 
More than two-thirds of households in the 
country are below a poverty line set at a 
meagre $140 or so a month; fewer than 
half of the 21.7m people in the Philip- 
' pines' workforce (growing by 750,000 a 
ar) have regular employment; metro- 
politan Manila, the capital city which a 


Philippines': 
GDP by sector, 1985 


Manutacturing 25 


Other 
industries 8 
services 16 


-Fishery & 
torestry 6 


Agriculture 20 


terms of trade 
% change On a year ago 


Source: Government statistics 
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generation ago used to flaunt its wealth, is 
now a drab haunt of squatters, gangsters 
and prostitutes. In real terms, Filipinos 
are a lot poorer than they were ten years 
ago—and look like remaining so until 
well into the 1990s. 

In theory, Mrs Aquino’s economic pol- 
icy is to root out corruption; dismantle 
the monopolies (eg, sugar and coconuts) 
by which the “Marcos cronies” siphoned 
public money into their private pockets; 
privatise whatever government holdings 
can be sold, from the national airline to 
the telephones, sugar mills, copper mines 
and cement works; reform land tenure; 
and phase out most import restrictions 
and all price controls. 

In practice, legal uncertainties impede 
almost every transfer of land. Debt-into- 
equity conversions (11 so far, covering 
$20m of debt, with another 34 applica- 
tions to come covering $200m) are ham- 
pered by heavy government fees. The 
privatisation programme is dogged by 
sloth, and by the government’s refusal to 
allow foreigners equity of more than 
40%. The “non-performing assets” (eg, 
loans to sugar mills), which are really 
companies taken over by the government 
and put on the privatisation list, are 
draining the treasury of much-needed 


trade balance 


Exports 


main commodity exports 








cash. The state-owned Philippine Nation- 
al Bank and the Development Bank of 
the Philippines together account for a 
third of the country’s financial assets; 
more than three-quarters of their loans 
are now classed as non-performing. 

In one sense, things must improve. The 
oil-import bill is down, the peso is stable, 
there is no inflation, and the IMF seems 
happy to allow some pump-priming of the 
economy by the government. But some of 
that merely illustrates how much trouble 
the country is in. Industrial demand is so 
slack that oil imports are down in volume 
as well as price. Some retail prices have 
started to fall because nobody has money 
to spend. The peso is stable only because 
there is no demand for dollar-priced 
imports. 

These economic problems would daunt 
any government, let alone one as inexpe- 
rienced as Mrs Aquino’s. In 1973, oil 
imports represented only 12% of total 
merchandise imports. By 1979, they had 
become 29.1% of all imports. Demand 
for the Philippines’ commodity exports is 
falling. The Philippines exported 2.6m 
tonnes of sugar in 1977; from then until 
1984 it exported only about 1.2m tonnes a 
year, and only 600,000 tonnes in 1985. 
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By 1983, the current-account deficit had 
widened to 8.1% of GDP from 5.5% in 
1980. In October 1983, the Philippines' 
government declared a moratorium on 
principal repayments of most of its debt. 
What followed was a debt-rescheduling, 
but at the cost of an IMF austetity pro- 
gramme and three consecutive years of 
recession. 

Mr Jaime Ongpin, the finance minister, 


‘is threatening another moratorium—on 


interest as well as principal payments—if 
foreign bank creditors fail to restructure 
their loans before the end of 1986. The 
Philippines is already the world's fourth 
biggest debtor in terms of debt as a 
proportion of GDP; on existing arrange- 
ments its debt-service ratio (36.9% in 


. 1985) will next year soar to an impossible 


90% of export revenues says James Ca- 
pel, a stockbroking firm. 

Mr Ongpin wants to restructure some 
$3.6 billion of debt falling due over the 
next six years; to include in the new terms 
the $5.8 billion of debt rescheduled last 
year; and to convert into a term loan a 


third of a revolving trade credit of $2.9 
billion from the banks. He is asking for all 
this on the same fine terms as Mexico 


got—H?5 over the London interbank of- 
fered rate (LIBOR). 

The banks, led by Citibank (which 
alone has lent $1.8 billion to the Philip- 
pines), have refused. They do not want 
Mexico seen as a precedent for other 
debtors. As Mrs Aquino told the Japa- 
nese on her recent visit: “Twenty years 
ago we were second only to you in our 
region in terms of wealth. Despite such 
blessings, our political leaders managed 
to squander everything and leave us bro- 
ken at the bottom of the pile." 


American oil companies 


Skidding, all in a 
row 


Big Oil is telling everybody that even 


= OPEC's pipe-dream of an early oil price of 
_ $18 a barrel would not cure all its ills. A 


survey by Energy Performance Review 
(EPR), a research outfit, of America's 13 
biggest integrated oil companies shows 


_ that their combined profits after tax for 


the nine months to September 30th fell by 
26%. The drop is sharper if Exxon and 
Mobil, America's two biggest oil compa- 
nies, are excluded. The combined earn- 
ings of the remaining 11 companies were 
45% lower in January-September 1986 
than a year earlier. 

Exxon has made charge-offs of $253m 
so far this year and has offered redundan- 
cy packages to over a quarter of its 
workforce. It can take comfort from hav- 


ing the strongest balance sheet of Ameri- 
ca's oil companies (a long-term debt-to- 
equity ratio of 14%). Mobil is re- 
trenching, too. It has sold Container 
Corporation of America, a packaging 
company, for $1.2 billion, and may sell 
Montgomery Ward, a retail group. 

The companies suffering most are 
those with fewest downstream interests 
(refining and marketing) to make up for 
the drop in upstream earnings (from 
exploration and production). EPR reckons 
that the halving of the oil price between 
January and September this year, plus the 
reduction of about a fifth in gas prices, 
caused oil companies’ upstream profits to 
fall by 71% compared with the same 
period of 1985, to a combined $4.5 bil- 
lion. The drop is not over yet. Between 
June and September the companies up- 
stream profits fell by 49%, to an almost 
invisible total of $440m. 

Amoco and BP's Standard Oil have 
both seen their upstream profits tumble 
by more than 90% in the first nine months 
of 1986. Amoco wrote off $162m-worth of 
oil leases during the third quarter; BP's 
American subsidiary wrote off $804m in 
the second quarter, and has reduced its 
target for 1986 spending by $600m. Of the 
big companies, Exxon did best, earning 
$3.13 per barrel-equivalent on its up- 
stream activities. Amoco managed nine 
cents; Conoco lost 11. 


Blusher 


US oil companies' profit by sector* 


Exploration and Nw J | 


production 


Refining and 
marketing 


Without their profits from refining and 
marketing, several of the 13 biggest oil 
companies would be in trouble. Lower 
crude oil prices have helped them to 
increase refining volumes, and to grab 
higher margins mainly from the motorist. 
While petrol prices in America fell by 
only 25% during the nine months, the 
cost of crude oil at the refinery gate was 
almost halved. That rise in margins may 
be over. Between June and September, 
the downstream profits of the companies 
fell for the first time since the end of 1984. 
A reappearance of OPEC quotas, a reduc- 
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tion in the amount of netbacked oil (in 
which crude oil prices are linked to those 
of refined products) and a glut of refined 
products have all made things worse. 

If crude oil stays near its current price 
of $15 a barrel, a large chunk of oil 
exploration and production in the United 
States may close. During the third quarter 
of this year, the 13 biggest American oil 
companies made their first combined loss 
on domestic exploration and production 
since the 1960s. This overturned com- 
bined profits of $2.5 billion after tax in 
the same period of 1985. Big Oil is 
skidding. 


Norwegian economy 


Gone to Sleipner 


The fall in oil prices, a fragmented parlia- 
ment in which no group has a clear 
majority, and a deteriorating trade pic- 
ture has set the Norwegian economy 
adrift. The sudden switch from a large 
current-account surplus last year to an 
even bigger deficit this year has been 
compounded by other problems. The 
most serious is rising inflation. Consumer 
prices rose by 8.8% in the 12 months to 
the end of October, one of the highest 
rates in Europe. 

To make matters worse, a big contract, 
signed in June, to sell 450 billion cubic 
metres of natural gas from the Troll and 
Sleipner fields to a consortium of four 
European countries has also run into 
trouble. The French government has de- 
manded that 40% of the contracts for 
building the 1,100-kilometre pipeline 
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Companies are. — now. to tiv 
etter stock con 
profits; it could also bring more stable e 





them m But. 


The building of stocks by companies. is 

by far the smallest part of a country’s. 
gross national product. So economists ^^ 
usually pay much less attention to itthan 
they do to consumer spending, invest- n 
aw 








ment or trade. Yet swings in stocks- 
materials, work in progress and fini 






goods—are often the most volatile part : 


of GNP, playing a powerful roleat paring 
points in the economic cycle. 


In America and Britain, the decline i in 
company stockbuilding more than acs 
counted for the slump in output in 1974- 


.. 75 and again in 1980. In 1981, American 
companies increased their stocks by $24 
billion; the next year, they ran them 


down by the same amount. That $48 . 
billion swing was equivalent to almost 


three times Ireland's entire GNP. 
In previous economic cycles, cash- 
strapped firms have cut their stocks dur- 


ing a recession, but almost as. quickly: 


replenished them when the recovery 


came. On cue, firms reduced their stocks . 


at the start of this. decade. What is 
surprising is that since then, despite five 
years of recovery, many manufacturers 
have continued to trim their stocks in 
proportion to their sales. 

Since 1982, the ratio of business stocks 
to sales has fallen by 10% in America— 
its lowest level for 20 years (see chart). 


In Japan, the ratio has fallen. almost 


continuously since 1975, by roughly a 


fifth. In Britain, the ratio of stocks to. 


output has fallen by 16% since 1980. 
The chart also shows the contribution 


which stockbuilding made towards total: 
GNP growth. Remember that it is not the 


change in. the level of stocks which 


. matters, but fluctuations in the rate of. 
| stockbuilding. Even if stocks are cut, this. 
may still boost GNP if stocks fall more. 


slowly than in the previous year. 


Part of the drop in the ratios of total t x 
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nm. Stocks to sales 





L 1973-100 


~~ Change in stockbuilding 
| a8 %ot GNP ‘GNP 





on previous | 


1:378 77 78 Bi 80 de l 
Sources: us Department af Gomenereat "Borea ot Eco 


main reasons: ——— 
= € Companies have learnt the lessons of 
recent recessions, when they have found . 
themselves burdened with unnecessary. 
stocks. They do not intend being caught - 
out again. | 
e High real interest rates have raised the. 
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cost of holding stócks, In the 1970s, real 
interest rates were often negative. 

€ In some countries, changes in the tax 
laws have. raised the cost of holding 


Stocks. Until 1984, for example, British — 


firms were allowed to offset stock appre- 
ciation against corporation tax. 
@ Most important is the introduction of 


-new and efficient methods of computer- 
aided stock control. 


In the past, firms have often viewed 
stocks as an insurance against unexpect- 
ed shortages in supply. Now large stocks 
are more often seen as an imbalance 
within the production cycle. The “‘just- 
in-time" system of stock control, which 
has spread from Japan to America and 
Europe, has slimmed firms' inventories. 

The idea of just-in-time is to eliminate 


waste by shortening the gap between the 


moment when raw materials enter the 
factory and when they leave as a finished 


product. The system has at least three 


main advantages. First, under Japan's 


kanban system of delivery, stocks of raw ` 
“materials: and parts. are automatically 


reordered and delivered—often daily— 


< in smaller batches. This reduces the need 
i to ra y large stocks. 
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| Second, firms use. e computers to synch- 
| ent stages on the assembly 


| line. This: elps to eliminate bottlenecks 
and thereby. reduce the amount of work 
- in progress. Third, flexible manufactur- - 
. ing systems enable production. lines tobe — 
converted to other uses in minutes rather 





han days, eliminating the need for large 


stocks of finished goods. 





¿On average, 30% of a firm's material- 


: n. cost ; are in the form of stocks, so the 
| . poten savings from just-in-time. are 





se. A recent study" suggests that 





E i "companies which have adopted just-in- 


time systems have typically reduced their. | 
stocks by at least 50%, and sometimes by 


: as much as 90%. 


General. Motors, Ford and General 
Electric were among the first big compa- 
nies in America to see the benefits of 


just-in-time delivery. An interesting Eu- 


ropean example is Benetton, an Italian 
producer of brightly-coloured knitwear. 
Its worldwide computer network allows 
Benetton to produce only to order. Re- 
sult: it need carry virtually no stocks. 
Most of the knitwear is made up in a dull 
grey colour, Just before delivery, it is. 
dyed in the colours most in demand. 
Better stock control means that, over- 
all, companies’ inventories are not only 
leaner, but. also less likely to fluctuate. 
The wild swings in stocks seen at previ- 
ous turns of the business cycle are less 
likely to be repeated in future, helping to 
stabilise economic growth. True, the 
world might have enjoyed faster eco- 
nomic growth if firms had been less 
cautious in their stockbuilding in the 
recovery from the 1980-82 recession. But 
the very. fact that the present recovery 
has been less dependent on stock re- 


building means that it is much. more 


soundly based: no big hoards of stocks 
are waiting to be slashed, causing à 
sudden recession. x 





“Justin -time, an executive briefing.” 
Edited by J. Mortimer. IFs (Publications). - 
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ripe for ‘deregulation, í CAAC 
: bi a AA one hand 


» on the other. | 7 
< CAAChas a modern, pres fleet, a 
| reasonable. safety record (though acci- 


> jts traffic is booming as the liberalised 
. economy grows. But it is weak on the 


-. ployed and, say its critics, unpunctual. 
Passengers on domestic flights are given 
sweets and trinkets instead of a meal. 

At the fore of the challenge to CAAC 
are municipalities such as Shanghai. Mu- 


of the largest independents in China with 

a fleet of five old Boeing 707s. Wearing 

its regulatory agency hat, CAAC was per- 
-Suaded to grant the regional enterprise a 
licence to compete with CAAC wearing its 
airline hat. The upstart is proving itself 
as a cargo-carrier before establishing a 
full passenger service. 

Wealthy individuals are also laying 
plans for airlines in China. Tycoons, 
mainly from Hongkong and with influ- 
ence in Peking, are touting various joint 
ventures. But the military has got off the 
ground ahead of them. United China 
Airlines, spawned by the Chinese air 


from the North Sea to Zeebrugge to 
transport the gas should go to French 
firms. The Norwegian government can- 
not ignore the French government's wish- 
es, since France is provisionally commit- 
ted to buying 40% of the gas produced 
from the Troll field. In addition, the 
French government wants other offset 
measures to reduce the trade imbalance 
between Norway and France which will. 
arise from the gas sales. 

= The Norwegian government has, so 
far, refused to meet the French demands, 
lieving them in contravention of GATT 
rules. France has twice allowed the dead- 
line for approving the Troll contracts to 
pass—most recently on November 15th. 
The Norwegian government is beginning 
to wonder whether the Troll contract will 
suffer the same fate as that of its Sleipner 
field. This fell through in 1985 when the 
British government refused to confirm its 
side of the bargain. 

The external current account is the 
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operations side. Its jets are poorly em- 


nicipally-owned Shanghai Airwaysis one | 
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government has promise: 


run charter flights 
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sort of. behaviour à increases. s the cost of 
maintaining what has become one of the 
world’s most mixed fleets, ranging from 
British Tridents to Russian Tupolevs. 

By the turn of the decade, official 
policy is to have CAAC become solely a 
regulatory authority along the lines of 
America's Federal Aviation Administra- 
tion. Its airline operations wil be hived’ 





about 33 billion kroner in 1986, rising to 
43 billion in 1987, or about 7% of Nor- 
way's GDP. Because of the steep fall in 
prices, revenues from oil and gas are 
officially forecast to fall from about 85 
billion kroner in 1985 to 51 billion kroner 
this year and to 44 billion kroner in 1987. 
The Finance Ministry reckons. that, 


assuming an oil price of $15 a barrel from - 


now until 1991 and $20 a barrel from then 


until 1995, the current account deficit will 


become "completely unmanageable" by 


the 1990s. It could be running at 8-9% of 
GDP, while the country’s net foreign debt 


may rise to about 60-65% of GDP. 





Little wonder, then, that. Norway: is. 


supporting OPEC's attempt to boo 
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country’s biggest macroeconomic prob- Norw 
lem. The government's guess isthatit will by 
swing from a surplus in 1985 of 25.6 + 


fly domestic routes and Sone ohani 
international services. Below this tier, 
commuter airlines will feed passengers. 
from the Tibetan frontier and other 
thinly-populated areas to the big region- 
alhubs. — . 

China is big enough to need competing 
airlines. Last year, CAAC'S. passenger 
traffic rose 14% (compared with a world- 
wide increase of only 7%). Passenger 
numbers are expected to double from 
4.5m to 9m-10m by 1990. The central 
government in Peking sees its job as one 
of co-ordinating local efforts so that too 
many fledgling airlines don't all try to get 
off the ground at once and scatter pre- 
cious resources. 

Though new airlines may sprout in 
China, full-blown airline deregulation is 
not exactly around the corner. Fares will 
stay regulated for the foreseeable future: 
a 30% rise in domestic fares for foreign- 
ers is about to be imposed; while fares 
for locals, which have not risen for 20 
years, are expected to remain fixed for 
the time being. Even so, China's home- 
grown Freddie Lakers are drooling over 
the prospects for a market comprising 
one billion citizens, despite the fact that 
only chosen ones from the country's 40m 
cadres have been aloft to date. But 
peasants and others, acquiring a taste for 
the good life offered by Mr Deng's 
freeish market, are queuing merrily for 
their first tickets to fly. 





London International 


It's an ill wind 


Bex of AIDS has given the shares of. 
condom manufacturers a big boost, but” 
not yet their sales. Although their use 
protects people from the virus, sales of 
condoms in America are running only 5% 
higher this year than last. In Britain, sales 
are still flat. Manufacturers hope that the 
government's proposed new anti-AIDS ad- 
vertisements on television will change 
that. 

London International, the one-time 
London Rubber Company, stands to 





| benefit most from any increased British 
il | demand. It produces 90% of the condoms 

sold annually in Britain, most of them 
-under its Durex brand name. Condoms 


oet wd for 15%. of London Interna- | 
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ined by Britain’s Monopolies and Merg- 
ers Commission, which once ordered that 
Durex prices should be indexed to their 
production costs. This has had the unin- 
tended result of making it harder for 
competitors to challenge London Interna- 
tional’s dominance of Britain’s $20m-a- 
year condom market. 

One challenge was made in 1984 by 
Warner-Lambert, an American pharma- 
ceutical company. When it eventually 
persuaded British retailers to stock its 

roducts, they were 40% dearer than 
comparable Durex condoms. London In- 
ternational is also strong in America, 
where its subsidiary Schmid Laboratories 
has captured 34% of condom sales. Car- 
ter-Wallace, the market leader in Ameri- 
ca, has a 56% share. 

Mr Alan Woltz, London Internation- 
al's American-born chairman, has had 
mixed success in diversifying the compa- 

y away from rubber products. He 
changed its direction and its name, bring- 
ing a boardroom row in 1985 that caused 
three of its directors to resign. London 
International now has six main divisions, 
with extraordinarily well-balanced sales 
(see chart). 

This even spread of interests has drawn 
charges that London International is now 
neither a rubber company nor much else. 
Undaunted by criticisms of his diversifica- 
tions, Mr Woltz points to the perfor- 
mance of Royal Worcester Spode, Brit- 
ain's third-biggest manufacturer of fine 
china and a London International subsid- 
iary since 1984. Its operating profits rose 
from £1.3m to £3.6m during its first full 
year under London International's own- 
ership. Hungry for more of the same, Mr 
Woltz tried, but failed, to take over 
Wedgwood, a rival maker of fine china, in 
a £150m bid last April. Perhaps he was 

" Micky not to get it. Just as his bid was 
. Agoing in, so were American bombs on to 
Libya. The bombs helped to scare Ameri- 
can tourists away from Britain this sum- 
mer, and this caused half-year profits of 
Royal Worcester to dip. Nonetheless, the 
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Changeling 


London International Years ending March 31st 


overall pre-tax profits of London Interna- 
tional increased by 16% to 12.2m in the 
six months to September 30th. 

The shares of London International 
were trading at around 236p this week, up 
from a 1986 low of 159p, on hopes of 
increased condom sales. The company is 
committed to stepping up its spending on 
research and development on contracep- 
tive products. It plans to carry out tests on 
possible antiviral agents in spermicide, 
and to develop a thicker condom for use 
by homosexuals—still most at risk from 
AIDS. 


Unemployment in Japan 


Going, going... 


Japan's self-confidence in its industrial 
management has been jolted. Nippon 
Steel has announced lay-offs, Mitsubishi 
Mining and Cement says it will close the 
country's oldest coal mine, carmaker Nis- 
san reports its first-ever operating loss, 
and Hitachi Zosen plans to cut its ship- 
building workforce from 17,000 to 7,000. 
It is premature to talk of the hollowing of 
Japanese industry, but there are worries 
that the effect of the high yen on manu- 
facturing industry is bringing on unem- 
ployment more quickly than the economy 
can be restructured. 

The benefit of cheaper raw-material 
costs has worked through more slowly to 
the economy than was expected (for 
which Japan's multi-layered distribution 
system is partly to blame). Japan's biggest 
companies are reacting in a familiar way 
to cut their costs—importing more parts; 





| 
\ J a v t "y i Í 
ET yee T ERS om | nens um. 
| ORLD BUSINESS 
" $Y " "S " $ 
7 


scaling down unprofitable operations; - 
and shifting production overseas. At — 
home, however, the easy cuts of less 
overtime and fewer new hirings have 
already been made. The latest measures —— 
mean, quite starkly, that there are going 

to be fewer jobs in Japan. P 

By western standards, unemployment 
in Japan looks low—2.8% in September. 
But the official figures underestimate the 
true level of unemployment. This would 
be recorded as twice as high if it were 
based on America's criteria. Under- 
employment has left a lot of people out of 
the dole queues. 

To the Japanese, the new unemploy- | 
ment figures look scary. In July and 
August, unemployment stood at a post- — 
war record of 2.9%. Male unemployment | 
topped 3% for the first time since the 
government detailed started compiling 
unemployment statistics in 1953. 

The number of those receiving employ- 
ment-insurance benefits—a measure of 
longer-term unemployment—was 7.5% 
higher in July than it was a year earlier, 
with the number topping 700,000 for the 
first time since December 1984, Though _ 
the unemployment rate dropped to 2.8% 
in September, an increase in non-manu- — 
facturing jobs masked a loss of 290,000 
jobs in manufacturing, the biggest month- 
ly fall since 1982. 

Japan's system of lifetime employment 
is coming under strain. There is a limit to — 
the reassignment and retraining of labour — 
that the big industrial companies can do 
while their export earnings and exports 
are being as heavily squeezed by a dear © 
yen as they now are. 

A recent survey by Keidanren, the 
employers' federation, found that more 
than three-quarters of what would be - 
regarded as Japan Inc says it needs at — 
least two to three years to adjust to the 
new economic environment. Some com- — 
panies—in textiles, pulp and paper, pri- — 
mary metals and transport equipment— - 
said they will never adjust. ! 

Even in the luckiest industries, two to 
three years is longer than companies can — 
afford to keep workers staring out of the - 
window doing nothing. More of those 
workers are going to find themselves on 
the outside staring in. 
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Perfumes 


The sweet smell 
of profits 


The first whiff of Christmas excites the 
world’s perfumers. They sell almost one- 
third of the annual $6.7 billion turnover in 
scents and related products in the 30-40 
shopping days before Christmas. ; 
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some FFr3 billion. ($455m) than does 


Givenchy's top-selling smell, Ysatis, ac- 
counts for more than 40% of its perfume 
"sales. 

The perfume business has become in- 
_ tensely competitive. Some 40 new scents 
. were launched in. 1985. Average profit 
_ margins have probably halved from their 
24% in 1970. Behind increasingly over- 
_ powering smells are increasingly over- 
powering marketing campaigns. The 





launch of Christian Dior's Poison" earli- 
er this year in the United States (where 
more than 40% of the world's perfume 
ales are made) cost $9m. The hyperbole 
was intense with television advertising, 
icented strips in magazines and depart- 
ment stores handing out peacock feathers 
doused with the smell. 

_ The launch of Calvin Klein's “Obses- 
ion” was even more extravagant at a cost 
$15m. It worked. “Obsession” is now 
e second best-selling perfume in Ameri- 
. Marketing and packaging has become 





l's new perfume “Loulou”, due to be 
unched in Paris next year, had its pack- 
ing designed and ready before there 
is anything to put in it.. 

Behind all the new products is a shift in 
he way women buy perfume. Whereas 20 
fears ago they would tend to stick with 
me brand for years, nowadays they chop 
nd change with the fashion and may own 
veral brands of perfume at a time. 
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champagne. Two years after its launch, 
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ere are also signs that women are E 
ginning. to balk at paying increasingly. 


tants and. eny the biggest f firm of 
management consultants, too. - 

< Saatchi has: poached Mr Victor Millar, 

à former managing partner at Andersen 
and the executive in charge of its world- 
wide consulting, to build up its consulting 
empire. Mr Millar, a specialist in corpo- 
rate strategy, has headed Andersen’s con- 


sulting business since 1973..He will move 


over to Saatchi on December Ist with a 
list of acquisitions in mind and a short- 
term goal of advancing Saatchi's consult- 
ing revenues to $1 billion a year, up from 
some $185m in 1986. 

Mr Millar's task will not be easy. Even 
if Saatchi does manage to entice more 
professional consultants into its net, 
blending them into Hay, Saatchi's exist- 
ing firm of management consultants 
which was acquired in 1984, could prove 
difficult. Competitors say Saatchi will 
pose a serious threat only if it manages to 
separate its advertising "culture" from 
that of its consulting offshoots. Mr Mil- 
lar's appointment is meant to be a step 
towards solving that problem. 

Saatchi could encounter problems over 
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on foreign acquisitions. On Nove 
1 19 ey got part of. their- Ansi 















Hongkongers have long wondered what 
Mr Li Ka-shing, the property tycoon, 
plans to. do with the HKS$1 billion 

($128m) or so that he has spare to spend | 
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$100 t billion. a “year, pet that J this ‘should 
double Dy 1990. Genuine. management 





can ı Management Consulting Association 
(ACME) estimates that there are now 
35,000 firms in America, which account 
for at least half of the world market. 

ACME says that revenues in traditional 
management consulting in America grew 
by 28% to more than $4 billion last year 
and predicts growth of 20% for this year- 
and next. But the industry is fragmented: 
in America, 58 companies accounted for 
$2.5 billion of 1985's revenues. 

With so many of them, consultants now 
have to sell themselves. To many of their 
clients, they all look alike. So consultants 
are trying to stand out by adding specialist 
offshoots. This is especially true of the 
consulting divisions of the Big Eight ac- 
counting firms. In recent years, they have 
built up consulting on the backs of their 
audit businesses. Consulting accounts for 
15-20% of their total revenues. Several 
say they wánt to increase that to 5096. 

. Some are getting there more quickly 
than others. The merger of two big ac- 
countants, Peat Marwick and KMG, will 
produce the world's largest accounting 
firm and a much bigger force in consult- 
ing. Touche Ross has acquired Braxton 
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trols, and a contribution from. his own 
(deep) pocket. 

In September, Mr Li bought (through 
Hutchison Whampoa) a 4.99% stake in 

















T his € ould be the biggest business C Ine of y our 
life: It will test the strategic thinking and management 


skills of you and your c olleagues to the limit. And beyond. 


You will strive as never before for profit. Yet you Ü 


receive no financial reward: Unlikel v, too, that your 


effort will result in even a modest promotion. 

And all the while you'll be competing amongst at 
least 200 other highly-motivated groups. 

Thisis The 1987 E uropean Markstr at Competition, 
now entering its third year. 

Backed by The Economist and INSE AD) Markstrat 


is a unique computer. simulation designed to test ango 


develop every aspect of business acumen. 
The simulation programs incorporate the most 
advanced business thinking, developed by Jean-Claude 
L ion ché of INSEAD and Hubert gan of the 
niversity of Pennsylvania. B : 
To participate 5 Vou need to formi a team of thiwe to 
five members and have access toa mic roc fomputer 


DEC: rrr OL IVETTI: HEWLETT. PAC KARD - OLIVE TIPSODEC- 
I want towin the 1987 Markstrat Compe tition. Please rush mean entry form. 
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NAME 


EI E ERG LAA OR EN EITA ESAE E ANOO TEE — 


PC ASIT jo? aN 


———————— YR eRe NT AE Berna —— AD haan lige Maer robe 


Et IMPANY 7 


——— (PIRE REC RR iaaa 


ADDRESS 


an ran wines nt oe a me estne baee weno ote a Reine e a i EAR Me KAA ARAA RU ve or tian o rl o ene piod oq 












| The 





Ss HEWLETT PACKARD 
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COUNTRY o 


menaran Dui CAA n E mennan, 


miaa inano NG ain emia ann a 


(———————————————————— A AAAA EANAN ———— 


*X, 73, rue Victor Hugo, 


53 la Economist 77250 Veneux les Sab lons, France. 


1989 E ur ropean. Markstrat Compe tition, I k Y, 

















Yet no. special computing skills are required. The 
accent is on brain power, not computer power. ua 
The decisions vou'll need to take « — the 
simulation will be taxing. As in real-life, they'll have a : 
far reac hing effect on. every other aspect of your. 
company 's operations. 5 
But it isn't as straightforw ard as it sounds. For the 
products cannot be re slated to anything you're likely to 
hndin the normal market. : 
So you'll be stretching vour imaginative powers to 
the limit in the pursuit of profit. e 
The entry cost isa modest FF5,000. Modest. _ 
because The 1987 Markstrat Competition is sponsored | 
byL )EC, Hewlett Packard, ITT and Olivetti. : 
The deadline for entries is January 18th 1987 Likely : 
you're left with one question: what will you get from à 
playi ing to win at Markstrat? 3 
Obv iously a singular opportunity to develop you 
skills. And ¢ glory. Pure glory. | 
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Nebraska has taken thé jdeadi in America's 
rush to reduce telecoms regulation. The 
‘state legislature has | passed a bill which— 


s . local telephone companies can charge for 
-their services. Other states have passed 





























coms regulator, Mr Mark Fowler, chair- 
. man of the Federal Communications 
| Commission, is urging states to experi- 
ment with complete deregulation. 
"The would-be deregulators' goal is 
straightforward: better service at lower 
prices. Regulation blocks some new ser- 
"Vices—like central switches which can 
. store and forward messages. The rules 
prevent regulated utilities from using 
-their guaranteed profits to compete in the 
free market. But some services, like store 
. and forward, fall between the cracks. 
Because the. regulators cannot. decide 
whether they are completely competitive 
or completely free, they are banned. 
Local telecoms companies blame regu- 
lation for the loss of some of their most 
"profitable customers: the 5% or so of 
- customers—big businesses all—that place 
- more than half of America's telephone 
calls. The regulated pricing system bene- 
-. fits homeowners at the expense of busi- 
nesses. The local companies say that the 
loss of the big customers will make every- 
body's rates higher. Sceptics reckon they 
exaggerate. Measuring the amount of 
bypass is very difficult. And, despite 
‘moans from telecoms, local telecoms 
i profits are exuberantly healthy. . 
| _ The snag is that all allocation of tele- 
oms costs is arbitrary, but most regula- 
ors now set prices to provide a predeter- 
iined rate of return against those costs. 
Aore than half of the industry's costs are 
ixed—in such things as telephone poles 
and switches. But how much of the cost 
‘of, say, a telephone pole should each user 
bear? Should it be split according to the 
number of calls put over s lines. (which 
would benefit homeowners . other 

























elephones attached to it (which would 
benefit high-volume business users)? 


- NEW YORK ^ 


5 dt approved by the courts—will remove | 
-more or less all restrictions on how much - 


. less sweeping laws. America’s chief tele- 


low-volume users) or by the. munis: of 


Nebraska has taken by far the most | 













market- a pricing of telecoms, it cre- 





ates. no market- in most of the local 


telecoms services which - Northwestern 
Bell offers. Outside Nebraska, the new 


-deregulations have been more restrained. 
Although 15 or so states have loosened 
telecoms regulation—and nearly as many 
more propose to do so—they have uncon- 


troversially concentrated on so-called in-. 


tra-state long distance calls. That means 
allowing companies to:compete for the 
privilege of carrying traffic from one local 
exchange to another within a state—just 
as the federal government allows compa- 
nies to do across state lines. 

Iowa has created a slightly more adven- 
turous. form: of. deregulation. Together 
with Illinois and some other states, it is 
deregulating local telecoms service by 
service. If an alternative exists to a local 
company's service, it is deregulated. So- 
called Centrex services, for example, of- 
fer from a local company's central switch 
many of the same facilities provided by 
PBXs (eg, call forwarding, conference 


calls and so on). Because PBXs provide an. 


alternative to Centrex, there is market 
discipline to pricing. 

The snag here is cost allocation. To 
ensure that competitive services are not 
unfairly cross-subsidised by. regulated 



















rates rise by more ‘than a third 


to vote for | politicians who promie & to put : 


charges up still more. Yet homeowners’ 


charges must go up if the system is to be 
more competitive. In. California, for ex- 


ample, households. pay a fixed. monthly 
charge of $8.50 for a telephone service 


with Pacific Bell which it reckons costs 


$28 a month to provide. Pacific Bell can 
only cover those losses with extra profits 
from elsewhere. The more competition, 


the harder it is for Pacific. Bell to make 


thoseprofits. ^ 
Pacific Bells. answer to this problem i is 
to promote proposals. first made in Ve 


mont by that state's chief regulator, Ms 


Louise McCarren. Ms McCarren argues 
that telecoms companies and the regula- 
tors should enter into a sort of social 
contract. The telecoms companies under- 
take to put a ceiling. on residential rate 
increases, to maintain investment, and to 
provide a guaranteed quality of service. 
In return, the telecoms companies are 
allowed complete freedom in the non- 
residential parts of their business. 

Ms McCarren's proposals would not 


stop residential charges from rising—al- 


though it would give politicians some 


control over how quickly they go up. To 


be sure that everybody can still afford a 
telephone, she proposes explicit subsidies 
for the poor and the.old. So far, Ms 
McCarren has not managed to argue her 
scheme on to the law books. Pacific Bell 
has also failed. But it is still early days for 
America's local telecoms deregulation. ^ 
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Dont worry. Comparatively few 
people would have been able to turn 
confidently to the next page. 

But then comparatively few invest- 
ments outperformed the GT Europe 
Fund last year. 

Of course, ours isn't the only Fund 
to benefit from the recent buoyant 
European economy. 

But a growth rate of more than 

J 97% in the last twelve months has 
| made it one of the five best performing 
Europe Funds. (Source: Money Management, September 1986), 

After such remarkable growth, 
you could easily presume that it was 
just a short term European boom. But 
we think youd be wrong. 

Strong economies, low ition 
and keen overseas interest in Europe 
can only be good news for the stock 
markets. 

Of course, such high growth rates 
are somewhat exceptional. 


. GT Europe Fund 








any investment . 
in the last year, dont 
read on. 


But we believe that Europe is still and 
will remain one of the best places for 
long term investment. : 

GT have had many years of experi- |. 
ence there, and currently has around _ 
$670 million invested in various European . 
markets on behalf of our institutional - 
and private clients. o 

GT is a major independent inter- | 
national investment management group. 
From our offices around the world our 
Fund managers monitor the financial 
markets worldwide. | 

If youd like to know more about. 
the GT Europe Fund, q pice fill i in the c 


coupon. 


28th F e Two pare Suite 8 5 Connaught P Place, T 
Central, Hong Kong. D. 


Nime ssc cle teeter eue ee ae Denia 
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| E Tf. you are a USc citizen E ok ike box. 


This advertisement does not constitute an offer of Units in- the B 

| Fund. Applications for units may only be made on the basis of 
the current explanatory memorandum of the Fund, which ar 
contains full details about the Fund. 







If the city never sleeps, 
when can the Financial Director 


go to bed? 


You and your company are in business to make 
money, and one thing is for certain, you don’t make 
money without taking risks. 

If your business means you trade abroad you 


will sooner or later come face to face with Foreign 


Exchanges, perhaps the most volatile markets of all. 


Unless youre aware and can manage the 
risks involved, that overseas investment or dream 
contract can, overnight, turn into a nightmare. 

At NatWest were dealing around the world 


from London to Tokyo and New York, twenty four 


hours a day, in every major currency you can name. 


Nothing moves on the market without us 
knowing about it. 

And because we're up all hours of the day and 
night we can respond instantly to a change in rates 
whilst you're tucked up soundly asleep. 


Our Treasury Specialists, together with an 





Account Manager assigned to your business wi 
help you develop a tailor made strategy that wi 
cut the risks down to size, whilst making the mos 


of your opportunities. 


TELEX: Australia 177326 - Bahamas NS20177 - Bahrain 8559 - Belgium 21208 : Brazil 391-2130051 - Canada 06-22572 - Federal Republic of Cermany 416500 * France 210393 - Greece 216673 Hong Kong 61672 - Ireland 25166 


They, after all, can draw on experience gained A chat with NatWest could not only make a 


om our network covering 36 countries with the big difference to your profits, it could, we suggest, 


save you a fortune in sleeping pills. 


‘curity of an asset base in excess of $100 billion. 


New Zealand NZ3903 Sıngapon 2849) Spain 23572 Sweden [50531 Switzerland 812156 - UK 885361- USA 233553 USSR 413258 


33 Japan 28292 - Malaysia 33044 - Mexico 





DAY, a computer Company requires 

brainpower large enough to 

match the size of its customers’ needs. 
It has to create product lines from 
micros to mainframes. Powerful. Compatible. 
Upgradable. And affordable. 

It has to design software as vast as the 
imagination. Software that not only solves 
problems, but anticipates them as well. 


It has to engineer telecommunications 


and networks that link people, applications, 
and data bases. Around the office. Around 
the world. 


It has to commit enormous resources to [ a 


research and development. 

“=== As separate entities, Sperry Corporation 
and Burroughs Corporation have long been a — 
leaders in the technology of Information «nnnm ws 
Management. l 

Together as Unisys, that leadership 

is bound to grow to new heights. Which 
shows the power of a company that puts its 


mind to it. 


The power of ? 
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Wall Street enters the age of 


the supergrass 


"Some Americans are simple folk. For 
*them, making money, lots of it, is good; 
breaking the law is bad. Mr Ivan Boesky, 
who once appeared to be Wall Street's 
most spectacular and successful specula- 
tor, became as rich as Croesus. While he 
s doing so, he was a stockmarket hero 
W guru; the gullible discussed how bril- 
t he was at guessing which take- 
over deals might come along. Now 
that it is known that he guessed 
right because he had illegally 
bought information about deals al- 
ready in train, he is a pariah. His 
illegal insider trading, which netted 
him hundreds of millions of dollars, 
is Wall Street’s biggest scandal 
since an aristocratic president of 
the New York Stock Exchange, 
Richard Whitney, went to Sing 
Sing in 1938 for grand larceny. 

Eyes have been rolling on Wall 
Street all week—not so much at the 
enormity of Mr Boesky's greed (he 
controls stocks and other assets 
worth $2 billion) but because he 
was breaking the law for so long 
and so undetected. Mr Boesky was 
unmasked by Mr Dennis Levine, a 

er employee of an investment 

, Drexel Burnham Lambert, 
who was arrested in May this year. 
Mr Levine immediately began sing- 
ing to the Securities and Exchange 
Commission (SEC). Mr Levine sup- 
plied inside information on take- 
over bids to Mr Boesky, who 
agreed to pay his source 5% of 
profits he made from the informa- 
tion. Ironically, Mr Levine did not 
receive a cent of the estimated 
$2.4m which Mr Boesky owed him 
at the time of his arrest in May. 

Mr Boesky has been no less co-opera- 
tive than Mr Levine. He has agreed to 
pay $100m in penalties to the SEC, accept- 
ed a lifetime ban on securities dealing in 
America, and his conversations and 
meetings with other insiders have been 
tape-recorded and videoed. The SEC will 
now use Mr Boesky's information and 
tapes to try to hook other big fish. Wall 
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Street is full of frightened shoals. 
Subpoenas are being issued like ticker- 
tape. They are legal requirements to 
produce documents, information or wit- 
nesses but do not imply guilt. The SEC has 
served subpoenas seeking information 
about trading in 12 shares and the role 
played by ten people at Drexel Burnham, 
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Boesky's thumb has turned 


the leading issuer of the junk (below- 
investment-grade) bonds often used to 
finance takeovers. Among those subpoe- 
naed is Drexel’s junk-bond pioneer, Mr 
Mike Milken. Others are thought to in- 
clude the heads of the arbitrage depart- 
ments at two other investment banks 
(Goldman Sachs and Prudential-Bache) 
and corporate raiders, including Mr Carl 
Icahn and Mr Victor Posner. A grand 


jury is to investigate Drexel as a whole. 

Mr Boesky is talking because the 
$100m he has agreed to pay back is much 
less than the penalty the SEC could have 
imposed—a m iximum of three times the 
illegal profits made. A prison sentence is 
not ruled out. Mr Boesky has pleaded 
guilty to one count of felony that carries a 
sentence of one to five years. The deci- 
sion whether to bring criminal charges lies 
with the Justice Department, not the SEC, 
though the two co-operate. Mr Levine, 
who pleaded guilty to four criminal 
charges, is now awaiting sentencing. 

In the longer term, the scandal may 
unleash a political backlash against Wall 
Street. This could mean example- 
making prison sentences for white- 
collar criminals and some re-regu- 
lation of the financial markets. It 
could also flatten the current wave 
of corporate takeovers and restruc- 
turings. In a statement of unbeat- 
able humbug after the scandal 
broke, Mr Boesky declared: “If my 
mistakes launch a process of re- 
examination of the rules and prac- 
tices of our marketplace, then per- 
haps some good will result.” 

Mr Boesky was the dominant fig- 
ure among Wall Street's arbitra- 
geurs, although all the big invest- 
ment banks have their own 
arbitrage departments. Risk arbi- 
trageurs are people who make their 
money by speculating on the out- 
come of takeovers. As such, they 
serve as an extreme example of the 
truism that all financial markets 
feed off information. Mr Boesky’s 
competitors reckon that in the past 
year he accounted for 10-15% of 
Wall Street’s arbitrage activity, 
which at any one time is estimated 
to be $15 billion. Last year, Mr 
Boesky wrote a book, “Merger 
Mania”, an uncompromising de- 
fence of the arbitrageur's role. Af- 
ter the scandal broke, the publish- 
ers, Holt, Rinehart and Winston, 
withdrew the book from distribution and 
referred all inquiries about it to lawyers. 

Mr Boesky’s dominance explains the 
split reaction of many of his competitors 
to his deal with the SEC. They are terrified 
that they will be implicated in the SEC's 
inquiries. Everybody who was anybody 
or nobody in the arbitrage community 
aspired to talk to Mr Boesky, and most 
are now trying to remember what they 
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| Was s resented nd ‘partly beca eh 
parture creates. opportunities for other 


be able to buy at better spreads.” 
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at above. the tender offer. bey were 
betting that a white knight would come 
forward to defend the firm—at least, they 
were until the Boesky scandal blew and 
Gillette subpoenaed records from invest- 
ment firms by way of a defence. 
Those who welcome the takeover 
|... boom say that the regulators’ zeal spells 
-= danger. Professor Michael Jensen of the 
Harvard Business School argues that the 
. . SEC’s “intransigence” threatens not only 
^ to give an important function, namely the 
arbitrage role, a bad name but also to 
make shareholders and the whole econo- 
myy worse om 


: Mr Geoffrey Collier, the former director 
of Morgan Grenfell Securities who re- 


E proceedings. and almost certain expul- 
sion. from membership of the London 
Stock Exchange. He admitted to his firm 

» to “buying shares on inside informa- 

i tion". Even so, gumshoes at the Depart- 

.; ment of Trade and Industry (DTI) are 

| approaching their investigations single- 

|  mindedly. At first, they will look only at 
|. shares in AE, an engineering group, 
- is Cayman Island nominee 
pan 1e order was placed shortly 
befo e. Mr Robert Maxwells Hollis 
| group, advised by Morgan Grenfell, 
< madea takeover bid for AE. 
ectors, their hands filled 

vember 19th by a possible 

ing inquiry concerning an 
ish & Commonwealth 
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cently resigned, faces possible criminal - 
1985, Mr Collier faces an unlimited fine Or. 
-up to two years in jail. | 
presumption that its members will com- - 


punished under the catch-all charge of 


Mr. Collier's | order to purchase 50,000 . “disgraceful conduct"; Although the Se- 


4n operation, expulsion w 
certainly mean that Mr 


- person not “fit and proper" 
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bubble. If so, the bubble must have been 





near bursting anyway. Most ought logi- 
cally to feel more confic lent n now that the 
crooks are no longer there. 





TOKYO 


Japan’s Ministry of Finance wants to 
stoke up Tokyo’s foreign bond market. 
Issues of samurai bonds (yen-denominat- 
ed, and issued in Japan by non-residents) 
and shogun. bonds (issued in Japan in 
foreign currency, usually dollars, by non- 
residents) are as moribund as the coun- 


try’s domestic corporate bond market. 


Both are over-regulated, so they are 
suffering competiron trom the free-and- 

























luctantto prosecute i in the past because of 
the difficulty in proving guilt (see page 15). 
If the ppp brings charges under the Com- 
panies Securities (Insider Dealing) Act of 


The Stock Exchange does not express- 
ly forbid insider dealing. There is a 


ply with the law. Mr Collier is likely to be 







curities.and Investments Board not yet 
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would be placed on i 


any authorised business. | 
What still puzzles Mr ‘Collier's s eor 
leagues and friends is: why did he do it? 
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i last year. | "Mean: 
while, Euroyen bond issues by non-Japa 
nese (which include the overseas subsid- 
iaries of J apanese companies) reachec 
Y2,331 billion in the first nine months o: 
this year, easily exceeding. the Y1,44€ 
billion for all of 1985. - 

Euroyen bonds have bred like rabbit: 
since the market. was opened up to non 
residents at the end of 1984. They are c 
cheaper and quicker way to raise yen thar 
samurai and shogun. Unlike their Toky 
rivals, they can often be issued wit 
being backed by collateral and can easIf 
be swapped into other currencies anc 
instruments. 

The changes that are being introducec 
for samurai and shogun bonds are de. 
signed to érode these advantages. The 
ministry has convinced the syndicate o! 
commercial and long-term credit bank: 
that conduct the Japanese equivalent of 
credit rating (known as “examination ol 
financial criteria") to cut paperwork. For- 
eign firms or institutions with a single-A 
credit rating from one of two approvec 
foreign rating agencies and net assets o! 
$1.5 billion or more, and all foreign firm: 
with a double-A credit rating or better are 
to be exempted from having their criteri: 
examined in Japan. Two American multi- 
nationals are expected to be first to take 
advantage of the new rules—Mobil witt 
$100m shogun issue and PepsiCo with z 









.. $150m one. 


Other changes are likely to be i 


duced during the next year to alleviate 


further bugbears. The reforms will in 


clude shortening the period between reg 
istration and issuing of bonds from X 


days t to 15; further use ot. conventiona 
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The tricky sport of stagging 


The British government's bid to popularise share ownership has changed 
the public’s attitude to new share issues. It has also turned many ordinary 
investors into inveterate stags. But stagging is becoming trickier 


The share flotations of British Telecom 
in 1984, Trustee Savings Bank in Octo- 
ber and British Gas ae under way) 
have changed the shape of new issues in 
- London. Most visibly, nationwide adver- 
tising has been used as never before to 
promote share sales. Less and less infor- 
mation is being included in abridged 
prospectuses issued with application 
forms, presumably on grounds that ordi- 
nary people cannot understand price/ 
earnings ratios. The onus is now on the 
investor to send for a full prospectus. 
Most important, the stagging of new 
issues has become a nationwide craze. 

Stags are no new creature in the City 
zoo. Simply, they apply for a new share 
issue hoping to sell immediately at a 

rofit. This is possible because merchant 
ks underwriting a new issue tend to 
underprice it to ensure that all the shares 
are sold, and because the government 
has recently wanted shares in privatised 
companies sold cheaply to encourage 
wider share ownership, Stags want two 
things: an underpriced share; and confi- 
dence that big institutional investors will 
receive less of the share issue than they 
want, but enough to make it worth 
building up a holding, and so will buy 
lots of the shares after the flotation. 

This second confidence is important. 
For the TSB issue, institutions were 
starved of shares—143 a»plications for 
over 3m shares each were rejected and 
no applicant received more than 10,000 
shares. Asa result, although some index- 
linked funds felt obliged to buy on the 
first few days, institutional interest be- 
gan and remains low. The share price has 
slipped from £1 to 78p (for 50p partly- 
paid shares). Only the fast-footed reaped 
full profits by selling as soon as the 
shares began trading. 

Previously, if a share was ten times 
subscribed, each applicant got 10% of 
the shares he applied for. But the huge 
numbers of new investors, and some 
firms’ goal of popular ownership, has 
distorted that pattern. TSB, British Tele- 
com and British Gas have all opted to 
give small applicants a larger proportion 
of what they wanted than big ones: a 
bottom-up allocation. This is why some 
stags have tried to make multiple appli- 
cations (ten forms for £500 of shares 


credit rating; and raising the maximum 
permitted ratio of private placements to 
public offerings in order to step up the 
flow of new privately-placed issues. 

The ministry hopes that more samurai 
and shogun issues will, by increasing 
trading at home, pep up the whole do- 
mestic bond market sufficiently to lure 
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instead of one for £5,000) in a bid to get 
more shares. 

Increasingly, the stags’ task is to guess 
what method of allocation will be used 
and to what extent the issue will pander 
to institutions, and thus to decide wheth- 
er to put in small or large applications, or 
to try a my n) applications (risking pros- 
ecution if the stag has few friends and a 
small family). 

Recent, big privatisation issues have 
been easy. Ordinary company issues are 
getting trickier. On November 19th, for 
example, shares in London & Metropoli- 
tan, a property firm, began trading. The 
issue was 30 times subscribed, suggesting 
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Stags hold Richard Branson at bay 


a field-day for stags. But the firm blunt- 
ed antlers by biasing the allocation to- 
wards big, institutional applicants. Ap- 
plicants for 1m shares or more got 10% 
of what they wanted; those for 800,000 
to 980,000 shares got between 6.25% 
and 5.1%; applicants for between 20,000 
and 790,000 got a measly 2%. The shares 
traded on the first day at around 164p, 
13% higher than the offer-price of 145p. 

Just because an issue is oversub- 
scribed, in other words, does not guaran- 
tee an immediate profit. Stags may not 
get a sufficient allocation, or else poten- 
tial demand for shares from institutions 
may already have been sapped by the 






back Japanese firms from the Euromar- 
kets. Salomon Brothers, an American 
investment bank, reckons that in recent 
years Japanese listed companies have 
raised more than half of their new equity 
and bond capital overseas because of the 
highly restrictive conditions (and, hence, 
often high costs) for securities issues at 
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issue. Institutions often oversubscribe 
heavily if they expect applications to be 
scaled down. This is especially true for 
tender offers; in contrast to more com- 
mon fixed-price issues, these ask inves- 
tors to bid for shares. Mr Richard Bran- 
son's Virgin entertainments and leisure 
group closed its tender offer on Novem- 
ber 14th three times subscribed at 140p. 
But before Virgin stags celebrate, re- 
member the tender offer earlier this year 
by Morgan Grenfell, the merchant bank 
handling Virgin. The issue was five times 
subscribed at 500p. Yet the shares 
flopped after dealing began, falling at 
one point to 373p. They still trade close 
to the minimum tender price of 425p. 
Privatisation issues have given new 
force to the "grey market” for pre-issue 
shares. This gives applicants a chance to 
bet on whether they will get shares, and 
what will be the first-day price. A num- 
ber of licensed, often over-the-counter, 
securities dealers offer pre-issue quotes 


for shares. They work like options: an 
applicant might contract with Cleveland 
Securities, the best-known of these deal- 
ers, to sell it 5,000 shares at 140p on the 
opening day. If he gets his application, 
he delivers the shares as promised; if 
not, he must buy them on the secondary 
market to meet the obligation. 

Such grey markets are popular in the 
Eurobond market, so the Stock Ex- 
change's merger with the international 
securities houses may make it encourage 
ordinary market-makers to quote grey 
prices. This market is not for ordinary 
folk, however: the risks are enough to 
turn hair grey. 


home. The ministry frets that this trend is 
eroding its sovereignty over the yen as the 
currency gradually becomes more 
internationalised. 

Hence its wish to revive the domestic 
bond market. It is starting with bonds 
issued by foreigners in order to avoid a 
turf fight between the country's securities 


79 








eer EE. > R k 


^h 
h 


H 
ni 






M 
, 













The "banks Aes been restricted to rati 
and to acting as fiscal agents (“co 
sioned banks", for which a fee is paid) 






from loans to securities. 







and shogun issues are to be matched by 
others for domestic straight and convert- 
ible bonds. Beginning at the start of next 
year, the number of companies eligible to 
issue unsecured bonds will be doubled 






































eligibility qualification from double-A to 
- single-A credit ratings. The issuing unit of 
privately placed bonds will be quintupled 
< to. Y 10 billion; the length of time it takes 
to bring a new issue to market will be cut 
from three months to one; and firms will 
be given more flexibility over the timing 
of their bond issues, which are now done 
in an end-of-month batch. 
— 5. Shelf registration, the rule introduced 
in America in 1982 that allows companies 
^. to get blanket approval for bonds in 
advance and then to issue them immedi- 
ately when the market feels right, is being 
.. considered for introductions in 1988. This 
. could have. the biggest impact of all: it 
-. would allow securities firms to buy whole 
.. issues at an agreed price (ie, in a “bought 
... deal") for distribution, in the same way as 
—— they do in the Euromarkets. 


| Swiss equity warrants 


_ A gnat bites the 
. burghers 


<> A small Zurich bank with a clever idea 
has upset Switzerland's financial and in- 
-dustrial establishment. BZ Bank's new 
<- technique—warrants for Swiss equity— 
Offers foreign investors a chance to cir- 
"-.cumvent the chauvinistic practice by 
<:> which Swiss companies ban foreigners 
— from holding registered shares. It has also 
-given Switzerland’s boring markets a 
- glimpse of the innovations seen every day 
<in the Euromarkets. 
< At the start of November, Bz Bank 
issued warrants to buy registered shares 
of Ciba-Geigy, a Swiss drugs firm. A 
dozen issues. of warrants for shares of 











from issuing these warrants. Now, to sto; 
| smauer banks Hom grabbing all the: busi 





But they want to arrange bonds for corpo- p 
rate customers who have been turning. a 


The rule changes to encourage samurai 


(from about 60 for straight bonds and 180 
` for convertible bonds) by lowering the — 


. blue-chip Swiss companies have followed. 
The companies hate the innovation, but . 
are powerless to stop banks issuing the th 
` warrants. In deference to their corporate ` 
clients, the big three Swiss banks (Union. 
Bank of Switzerland, Swiss Bank Corpo- n 
ration and Crédit Suisse) at first refrained 2 


i between the price of bea 






shares. Bz Bank then issued 150,00 

rants for the right to buy the Ciba-Geigy 
shares at SFr1,950 ($1,168) each (com- 
pared with the then market price of 
SFr1,840), at any time during the next 
three years. The institutions remain the 
owners until the warrants are exercised: 
they receive dividends while the shares 
are held in blocked accounts, plus the sale 
price of each warrant (SFr350), minus a 
bank fee. 

The Ciba-Geigy warrants proved popu- 
lar with international investors, and now 
trade at 20% above their issue price. The 
investor gains if the actual share price 
rises above the pre-set price on the war- 
rant. The warrants then rise in value 
because they permit the holder to buy a 
share at below the market price. The 
warrants, like any form of ‘option, provide 
the investor with "leverage". For a small 
initial investment the holder will reap 
increasing benefits as the market moves 
up; if the market moves down, the war- 
rants become worthless. 

Although the warrant price should 
move up in line. with the registered 
shares, foreign holders of warrants would 
find that, if they tried to exercise the 
warrants, companies would refuse to reg- 
ister the change in share ownership. So 
foreign-held warrants. will be of. value 
only if they can be sold to Swiss investors, 
who can then exercise them. According to 
Mr Martin Ebner, who founded Bz Bank 
last year and invented the technique, the 
foreign warrant-holder cannot lose out on 
a rise in the registered shares. 

Suppose that foreign holders could not 
find Swiss takers, and that the warrant 
price therefore fell. Swiss investors would 
then arbitrage (exploit the difference in 


price) between the registered share mar- _ 
ket. and the warrant market: cheap war- 


rants would make it more profitable to 
buy a warrant and exercise it into the 
share. than to buya straight share. 
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wanted to is 
eg, its own equity wa “or ac ; 
ible bond, the ‘outstanding v warrants is- 
sued by BZ Bank might limit its freedom 
of action. Some companies fear the war- 
rants could make their share prices more 
volatile. Companies like Nestlé eventual- 
ly co-operated with house banks (in Nes- 
tlé’s case, Crédit Suisse) in issuing war- 
rants as a way of pre-empting other 
banks. But the Crédit Suisse issue did not 
stop BZ Bank from producing a second 
issue of Nestlé warrants the same day. 

Mr Ebner's technique would not have 
been needed if Swiss companies agreed jam 
register foreign shareholders. In the i 
1970s, there was fear of Arab oil-money 
buying up Switzerland. Many firms intro- 
duced a separate class of registered - 
shares, that would control at least 5196 of . 
their voting rights and could be held only 
by people the board approved of—ie, the 
Swiss: According to Mr Daniel Regolatti, 


‘treasurer of Nestlé, such an approach is . 


justified. He says that because 9096 of | 
Nestlé's sales are outside Switzerland; it . 
has to ensure that it is majority Swiss- 
owned. Otherwise it would lose the bene- — 
fit of double taxation agreements. 


Canadian deregulation 


Big banks go for 
broker 





TOR 


Everybody, it seems, is having a big bi-o. 
In a series of rule-changes during the next 
two months, Canadian banks are to be 
allowed to own stockbrokers, and foreign 


brokers will be allowed into Canada's - 
hitherto closed and. protected securities 
industry. Banks are racing to prepare. On - 
-November 14th, the Bank of Nova Scotia, 
"Canada's fourth largest, was first to an- 
nounce it had been given permission by 


the Quebec Securities Commission to : 


The fuse statted jucunda in Ottawa on - 
October 24th, when a judicial commis- 
sion of inquiry reported on . regulatory 


€ failures that contributed to the collapse in 


September - 1985 of two small Alberta . 


banks. It. recommer ed reforms, includ- 
ing the creation of a new baikinspection E 








 »efore pressing ahead with plans to allow 
harper competition between the “four 
villars” of Canada's financial markets: 
wanks, trust and loan companies, insurers 
Mnd securities dealers. 

The failure of the two Alberta banks— 
which was followed by the death of anoth- 
2r three small banks—has made the fed- 
eral government in Ottawa more sympa- 

'hetic to pleas by the six biggest Canadian 
yanks that they be allowed to diversify 
nto securities. Previously, official policy 
was to try to help other institutions to 
zatch up with the powerful banks, which 


control 85% of the financial system's 
corporate assets. 

The most far-reaching change in bank 
regulation is likely to be an amendment to 
the Bank Act. It will allow Canadian- 
owned banks to enter stockbroking at 
home for the first time, by buying a big 
minority interest in local securities deal- 
ers. Royal Bank of Canada and Canadian 
Imperial Bank of Commerce, each of 
which already owns a stockbroker in 
London, are among the firms expected to 
take advantage of the new law. In Cana- 
da, the federal government rules over 


The Maple Leaf is not quite forever 


Canadian speculators can be a brutal lot. 
The share price of Maple Leaf Gardens, 
which owns the Toronto Maple Leafs 
sic) hockey team, has risen sharply 
cause of betting that the group's 83- 
year-old owner, Mr Harold Ballard, 
could soon die. Investors assume his 
death would raise the chances of the 
prime property on which the team's 
hockey arena sits being redeveloped. 
Heartless or not, the speculation has 
made Mr Ballard a richer man. From a 
low of C$26.8m ($20m) in 1985, the 
value of his 79% stake in Maple Leaf 
Gardens has nearly quadrupled. 

Leading the speculators is Dr Morton 
Shulman, a Toronto physician who has 
written a book on how to make a million 
and writes a column in a Canadian stock 
tipsheet. Dr Shulman asked a property 
specialist to appraise the value of Maple 
Leaf Gardens' real estate, and spiced it 
with an evaluation of Mr Ballard's life 
expectancy. His conclusion: an octoge- 
narian diabetic who won't follow his diet 
has a short future. 
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Maple Leaf's assets are on 
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If the hockey arena, which covers 
most of a downtown block, were torn 
down, Mr Shulman's appraiser reckons 
the group's shares would be worth 
C$250-300 each, instead of the C$82 they 
were worth in February, when Mr Shul- 
man and his investment fund began to 
buy the shares. On November 18th, at a 
share price of C$156, Mr Ballard's 79% 
stake was worth C$92.2m. With 5% of 
the shares, Mr Shulman is now the 
second largest shareholder. 

Mr Ballard has shown little interest in 
developing the Maple Leaf Gardens site. 
His company is a spartan operation and 
does not pay high salaries. Mr Ballard's 
team is a fading legend. Once a power- 
house in Canadian ice hockey, the To- 
ronto Maple Leafs has not won a Stanley 
Cup—the symbol of hockey suprema- 
cy—since 1967. Yet the team is worth a 
lot of money. It is carried on the books at 
a value of C$100,001, but its franchise as 
a member of the national hockey league 
would probably fetch C$50m dollars or 
more. 
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Next stop, shares 


interstate banking, while provincial gov- 
ernments regulate securities trading. 
Therefore, Bank of Nova Scotia has been 
able to leapfrog the change in federal law 
by gaining permission for its new subsid- 
iary, Scotia Securities, to operate in Que- 
bec alone. 

The federal government is anyway fol- 
lowing the lead of the provincial govern- 
ment of Ontario, which is opening the 
securities industry in Toronto to other 
local financial institutions and foreign- 
owned securities firms. From January Ist, 
about 15 foreign firms, chosen by the 
Ontario Securities Commission (osc), 
will be allowed to trade on the Toronto 
Stock Exchange and to underwrite Cana- 
dian securities. 

The new entrants will probably include 
half a dozen American firms (Goldman 
Sachs has already expressed an interest). 
The others will be Japanese and British. 
To protect Canadian firms, the combined 
share of foreign dealers in the securities 
industry's total capital of around C$1.25 
billion ($900m) is to be limited to 3095, 
with no single foreign firm allowed more 
than 14% of the total. The Osc plans to 
raise its ceiling on ownership of any 
Canadian stockbroker by a non-resident 
from 10% of its equity to at least 30%. 
America's Shearson Lehman already has 
a 10% interest in McLeod Young Weir, a 
well-regarded Canadian firm; it is expect- 
ed to raise its stake to the maximum 
allowed under the new law. 

The local securities industry has begun 
doing press-ups to prepare for tougher 
competition. Several firms have strength- 
ened their capital bases with public share 
issues. Dominion Securities, the biggest 
Toronto-based firm, recently raised 
C$100m. Others are looking for partners 
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or for buyers. Interest centres on the 
venerable Wood Gundy, a broker whose 
plans to merge with a more combative 
firm, Gordon Capital, foundered earlier 
this year. 


European capital controls 


The easy bit 


BRUSSELS 


The EEC has added its two ecus-worth to 
the worldwide deregulation of financial 
markets. Finance ministers of the 12 
member countries agreed on November 
17th to widen the range of capital move- 
ments to be freed from controls by mem- 
ber governments. The agreement lifts 
cross-border restrictions within the Com- 
munity on long-term trade credits; on 
issuing securities abroad; and on invest- 
ments in unlisted securities, unit trusts 
and certain foreign bonds. 

These operations now join the longer 
list of those already liberalised in princi- 
ple throughout the EEC. This covers trad- 
ing in quoted securities, direct invest- 
ments, property investments, personal 
capital transfers, short- and medium-term 
trade credits, and the like. The new rules 
are supposed to come into effect on 
March 1 1987. 

Separately, member states are also eas- 
ing exchange controls. On November 
19th, France’s finance minister, Mr 
Eduard Balladur, announced that banks 
are to be allowed to lend French francs to 
non-residents and that currency controls 
for French people travelling abroad will 
be eased. This and other measures bring 
France into line with the EEC’s directive, 
though the country has plenty of controls 
still to be eased. On November 7th, Spain 
allowed residents to invest in foreign 
securities for the first time. 

The EEC finance ministers’ agreement, 
the first on freeing capital flows within the 
Community since 1962, was reached only 
five months after the EEC Commission 
proposed the changes. Do not get too 
excited. The reason for this rare EEC turn 
of speed is that the deal mostly confirms 
the status quo. West Germany, Britain, 
the Benelux countries and Denmark have 
virtually no controls left in the areas 
covered by the agreement, while France 
has progressively brought itself in line 
over the past few months. The other 
member countries benefit from dispensa- 
tions from applying EEC regulations on 
the free movement of capital. Most are 
expected to ask for an exemption from 
the new rules too. 

The first test of the new agreement will 
be Italy's reaction. Like France, Italy has 
recently eased exchange controls but still 
falls short of compliance with the latest 
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changes. Italy has a dispensation from 
applying Community rules on free capital 
flows on grounds of “balance of payments 
difficulties". 

Italy can renew its dispensation or try 
to liberalise further. One suggestion in 
Brussels is that, as a first step, it might 
introduce a two-tier foreign exchange 
market like the one run by Belgium. The 
idea would be for liberalised capital flows 
to be channelled through the official 
market where the Italian central bank 
would intervene to keep the lira within its 
agreed limits in the European Monetary 
System. Non-liberalised capital flows 
would go through the free or “financial” 
market where the exchange rate would 
fluctuate in line with supply and demand 
without central-bank support. 

The second test of the agreement will 


emi pie di M tcn 
^. 
* 


Balladur directs dirigisme's demise 


come in West Germany. The Kohl gov- 
ernment and the Bundesbank have made 
capital liberalisation a pre-condition for 
accepting a wider role for the ecu, the 
European currency unit that is derived 
from a basket of EEC currencies. The 
commission is cheerful. Its mandarins 
think that within a few weeks or months a 
way will be found for the Bundesbank to 
allow German residents to participate 
fully in the private ecu market. This could 
give the depressed ecu bond market a 
much-needed boost. 

The agreement will also encourage Mr 
Jacques Delors, the president of the EEC 
Commission, to tackle the hard core of 
remaining capital restrictions. He has 
promised proposals within a few months. 
The restricted areas cover short-term cap- 
ital transfers and the freedom, or lack of 
it, for EEC citizens to place their savings in 
the country and currency of their choice. 
In this battle, there are no easy victories. 
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Bank of England 
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Rules are made to 
be changed 


When Morgan Grenfell, a British mer- 
chant bank, tried in March to merge with# 
Exco, a money broker and several other 
things, it assumed there would be nos 
objection from the Bank of England. It 
thought the Bank would be ready to drops 
its rule from the so-called O'Brien Let- 
ters, named after the Bank governor whos 
wrote them in 1975, that bans banks, or 
currency market principals, from owning: 
more than 10% of a foreign exchange- or 
deposit-broker. It was wrong, so the 
merger was called off. On November 
14th, to the surprise of many, the Bank of 
England changed its mind and replaced: 
the O’Brien rule with a new one. € 

The new rule still sets out to pre 
the conflicts of interest which worried the 
Old Lady into the O’Brien Letter. Al- 
though it no longer stops any bank from 
buying a money broker, it insists that no 
bank may do business with a money 
broker in which it has a more than 10% 
stake. This is an anomaly. With the 
increasing deregulation of London’s fi- 
nancial markets, enforced separation be- 
tween brokers and dealers has not been 
deemed necessary in either the sterling 
deposits or gilts markets. 

The Bank says that the revocation of 
the O’Brien rule simply serves to make 
way for a clear regulatory framework for 
the financial markets. The new Financial 
Services Act, which comes into force next 
year, insists on supervision for almost 
every City market. The Bank itself will 
regulate the wholesale money markets: 
foreign exchange, bullion, certificat — ^ 
deposit, notes and gilts (govern 
bonds). These markets are among the tast 
to be reorganised in readiness for the act. 
In typically mysterious manner, it will not 
say quite how the rule-change helps. 

Banks, foreign ones included, could 
still be keen on buying a money broker, if 
only to be able to offer a full spread of 
financial services. The remaining rule will 
be only a slight hindrance, as there is little 
need for a principal to do business with its 
broker. Money brokers are desirable 
enough on the strength of their earnings 
alone; some brokers have a few further 
charms to tempt banks. 


For instance, Mercantile House, 


which owns Marshalls, a money broker, 
has a whole supermarket of financial 
services which could attract predators. 
.Exco has gone not to a bank, but to 
British and Commonwealth, which an- 
nounced an agreed £672m bid on No- 
vember 20th. 
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"fhe etched sliver of silicon inside 
-the ceramic casing of a microchip 
is worth many times its weight in 
gold. The raw material it is made 
from ís sand (ie, silicon dioxide), 
the most plentiful mineral on this 
planet. 

This fantastic modern alchemy 
has become a business worth 
nearly $30 billion a year. Yet the 
transistor itself was invented as 
recently as 1948, and it was not 
until 1964 that the first commer- 
dial integrated circuit—a device 
with a number of components 
embedded in a single sliver of 
: silicon—went on sale. In the past 
^ decade, world production has 
. jumped more than tenfold. At 
first sight, there cannot be much 
wrong with a market which has a 
. history like that. 

At least until 1980, and per- 
- chaps until as late as the demand 
< slump which started at the end of 
1984, the chip market did indeed 
meet all the textbook require- 
ments for perfect competition. 
Entry and exit from the market 
were fairly free. Although the top 
ten firms controlled, and still do, 
nearly 8096 of the American mar- 
ket, the rest was cheerfully com- 
peted for by hundreds of fledg- 
ling specialists who eliminated 
any possibility of a cartel. 

Under these conditions, the 
= market thrived—and microchip 
~ Customers enjoyed the benefits. 
The neatest way to summarise 
"those benefits is to look at the 
price-performance ratio of the 
“microchip. This is the price of a 
chip divided by its data-storage 
‘capacity. The cheaper the chip, 
-and the more it can do, the lower 
-the price-performance ratio. The 
-chart shows that the ratio plum- 
-meted during the 1970s and early 
1980s. (Note that the chart uses a 
logarithmic scale to demonstrate 
the industry's achievement more 
clearly: the ratio fell by half or 
more almost every year.) 

J. Governments, perhaps wary of 
- involvement in such a dynamic 
market, kept their hands off it. 
The tariffs which used to protect 
American manufacturers from 
their Japanese competitors and 










The high-tech commodity - 


The old basic commodities are much the same » wherever 
they come from, so their producers compete mainly on 
price. Manufactures differ from firm to firm, creating scope 
for non-price competition. This brief in ou 
markolo looks at a product which straddles that i 
‘microchip has become a manufactured basic commodity 
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vice versa were modest-—2}% 
and 43% respectively. They were 
removed altogether as part of a 
bilateral trade agreement a few 
years ago. Until recently, Ameri- 
can and Japanese manufacturers 
have neither needed nor received 
any subsidies. Most of the con- 
tracts America’s Defence De- 
partment pushed the way of its 
chip makers were for specialised 
devices without much commer- 
cial significance. And despite its 
image as a great central planner, 
Japan's Ministry for Internation- 
al Trade and Industry (MITI) has 
spent only modest sums on the 
business. 

Europe has always been the 
industry's exception to the rule of 
non-involvement by government, 
Its chip makers—which account 
for only about a 10%-and-falling 
share of world production—en- 
joy the benefit of a generous 17% 

tariff against imports. 

European governments like to 
intervene. The. British. govern- 
ment bailed out its leading chip 
maker, Inmos, when it got into 
trouble in 1983. In 1982, the 
French. government. rationalised 
its own chipmakers under the flag 
of nationalised Thomson. The 
West German and Dutch govern- 
ments are dishing out money for 
advanced chip research to a con- 
sortium formed by Siemens and 
Philips, while the EEC projects, 
ESPRIT, EUREKA and RACE, fi- 


nance community-wide joint ven- 


tures to the orchestrated tune 
today in excess of $1 billion. 


A text-book market? 


Price information—thanks to the 
marvels of modern telecommuni- 
cations—is near-perfect in the 
chip market, and delivery costs 
are low: the entire world's annual 
chip production can be shipped in 
ten jumbo jets. The chip market 
is truly global, and chips are 
priced accordingly —in dollars. 
Many sectors of the industry 
have little scope for. product dif- 
| least half of the 





total semicc ductor market is for e "e 
: ucts—eg. vari- . mu: 








series on 
t divide. The 


chi X. a are boa custa- 
mised”, designed for a single pur- 


chaser by a single supplier, and. Bu 


(b) a few brand new chips which 
have not yet been licensed out to 
would-be manufacturers, many 
different suppliers produce nea 
identical versions of every chip 
on the market. 

That is a bit of a simplification. 
Even. commodity-chip | makers 
compete on things like switching 


speed, What looks like a single 


market (eg, the one for 256k 
dynamic random-access memory 
chips) is really a clutch of differ- 
ent markets—a market for fast 
chips, one for medium-speed, 
one for slow. 

The other form of non-price 
competition is over quality, 
though this is less important than 
it might seem. It is the Japanese 
who have moved furthest to- 
wards a fully rigorous system of 
quality control, rather than de- 


Brighter, cheaper 
Electronic memory prices 
US cents per bit of dram* 
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pending on post-production in- 
spection and testing. Consumers 
agree that the Japanese chips are 


more reliable than. American 
ones, That ought to allow the 


Japanese chip to command a pre- 
mium. But competition among 
Japanese. producers, and their 


generally lower production costs, | 


mean that Japanese chip makers 
can set price floors for their mar- 
kets. Other manufacturers must, 
first and. foremost, match those 
prices. In spite of quality differ- 
ences the industry therefore com- 
petes. mainly on price. | 

The textbook model of the 





perfect market (described in the 
first brief i in this Heat ne dv 




















Q yok moai 
zed profits 
stry has actu 
half-a-billior 

n tf ist two years 
Japanese losses in the microchij 
business are harder to identf 
because chip makers are all par 
of large, diversified electronic 
groups. Most analysts reckoi 
that in 1985 none of the big si: 
Japanese makers made a profi 
out of chips; and in 1986, proba 
bly only Hitachi will. 

In response, the perfect mar 
ket is starting to break down 
Governments have begun to 
a bigger role: entry barriers 
straints on trade, controls 5: 
pricing. oligopolistic tendencie 
are all on the rise. The recen 
American-Japanese accord oi 
dumping is one example (see nex 
page). 

What is going wrong? It boil 
down to this: the chip industr 
has become one where averag 
fixed costs are enormous, whil 
marginal (variable) costs are al 
most nil. 

Fixed costs have two compo 
nents. One is the money chy 
makers now devote to researc! 
and development-—which, world 
wide, averages about 15% of te 
tal annual turnover. By defini 
tion, R&D dollars are costs whic 
do not depend on volumes pro 
duced: the $100m or-so it cos 
Intel to develop its new genera 
tion of 32-bit microprocessor, th 
80386, will have to be reco 
or written off whether the 
sell by the hundreds of thóüsaus 
(as Intel's most successful model 





































































the 8086/88, did); or only tens o 


thousands, like its rather badly 
timed 80286. 

The other big element’ in fixe: 
costs is capital investment. Th 
chip industry has invested a 
much as 30% of turnover on ne 
plant each year. Chip companie 
have little choice. A new genera 
tion of chips, with componer 
dimensions half the size of thei 
predecessors, comes along ever 
three to four years. That mean 
better quality | circuit-printin 
equipment and much better prc 
cess control. The size of a du: 
particle capable of wrecking 


chip shrinks too, so chip founc 
ries have to be much cleaner. 

. "On the other ha 
ier sre e ale costs. of new chip productio 
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i chips 
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300 
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Slashed by automation, which 


for most other goods. And in the 
chips business, product-genera- 
tion succeeds product-generation 
->in orderly fashion, so marketing 
-. costs are rather low too. A com- 
<- pany which has invested $200m in 
-a new process and plant has a 
_ Strong incentive to recoup it by 
churning out the chips as fast as it 
can and selling them for whatever 
- it can get. 
. No company will sell any chips 
~ at all if they cost more than the 
next firm's identical product. So 
provided that a chip sells for 
_gnore than its piffling marginal 
t--the figure is around $1 a 
WEM p--it makes sense, in a free 
market, to cut prices and keep 
cutting them. The joke that “no 
matter what it is, it ends up 
costing a dollar" is not far wrong. 
. The skewed relationship be- 
.tween fixed and marginal costs 
< means that the chip industry ap- 
proaches an extreme case much 
debated by economists: a market 
. with continually falling unit costs. 
In a truly free market, that ought 
to mean that one producer (Hita- 
chi, or possibly NEC) would end 
„up with all of the commodity-chip 
market—and that, surprisingly, 
could be the most efficient out- 
come (see box). But this will not 
happen. 

Chips are more than: just an- 
other market: the entire electron- 
ics industry depends on them. 
The $30 billion chip market 
7-"*s an electronics industry 

annual sales of $300 billion, 

. h has been growing fast 
enough to take it to the trillion- 
dollar mark by the end of the 
century. In some eyes, that 
makes chips too important to be 

left to market forces. | 

Japanese chip makers evident- 
ly think so—mainly because they 

are electronics companies, too. 
-None of the big Japanese chip 
 makers—NEC, Hitachi, Toshiba, 
Fujitsu, Mitsubishi and Matsu- 






-shita—derives more than 5% of 


-its turnover from sales of chips on 
the open market. But each of 
them makes three-to-four times 
as many chips as this, to use 


itself. The Japanese chip industry 1 


made around $15 billion-worth of 
chips last year, but exported only 


about $4 billion of them. — 
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adds to capital investment (and | make, so 
hence to fixed costs) butcutsthe | revenu 
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munications equipment and com- 
puters wants the fastest and most 
reliable chips in the world, and it 
wants them before its rivals. In 
Europe, America and Japan, all 
electronics companies therefore 


make some of the chips they 


need. They are big enough to 
absorb the high. capital cost of 
new chip-making plant. Produc- 
ing surplus chips at low marginal 
cost and selling them for what 
they can get is just a handy way of 
making extra cash. To ensure a 
regular supply of what they need, 
the big firms are willing to lose 
money on chip making. 
Companies differ in their. de- 
gree of self-sufficiency. Europe- 
an firms. make few of the chips 
they need. That's why Europe's 
"chips deficit” is about $1.5 bil- 
lion a year (as estimated by Data- 
quest). Japanese firms choose to 


make almost everything they 


need. This, more than protec- 
tionist trickery, explains why 
America's share of the Japanese 
market has stuck at around 8% 
for the past ten years. 
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every year, and buys almost the 
same again. (With AT&T, it is the 


only American chip maker to be - 


producing the latest | memory 
chip, the 1 megabit DRAM.) Less- 
er lights like Hewlett-Packard 
and DEC buy in more chips than 
they make. 


Two ways to stay in. 
business | 


The smaller American chip mak- 
ers—companies such as Intel, 
Motorola, Texas Instruments and 
National Semiconductor—have 
to meet the Japanese challenge 
more directly. It is harder for 
them to subsidise higher-cost 
chips with profits earned in other 
parts of their business; most do 
not have other sizeable lines of 
business. Instead they have re- 
sponded in two ways. 

First, the companies are quit- 
ting the bloodiest part of the 
battlefield, leaving it to Japan, 


while trying to offer their custom- 
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"partnerships" with their cu: 


tomers than they used to, though - 
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Reagan administration for im 


. dy. The Semiconductor Industr 


ties were calculated rather rough 


ducers a cash windfall, which can . 


puter makers like Kaypro have 


ual research. This finds strong 
| backing from officials at the Pen- 
tagon, who fear that America is 


. has an annual chip deficit with. 
of Japan of $2.5 billion. Subsidie 






are likely soon. 














| a part of its equity tc 
customer—IBM. ie 
Second, they are lobbying th 





port protection, or straight subsi 


Association, the main America: 
industry pressure group, scored : 
notable success in June when i 
persuaded the Commerce De 
partment to impose anti-dumpin, 
duties on three kinds of Japanes: 
chip. Japanese chip makers pro-- 
tested strongly, because the du~: 

























ly, and because they attempted to: 
include capital and other fixed 
costs as well as marginal costs in 
the assessment of what “pricing 
below cost" actually meant. p 
The anti-dumping duties have = 
now been suspended, after Japa- 
nese producers increased their - 
prices to bring them into line with — 
the Commerce Department's es- 
timates of “fair market values”. 
The other side of this deal is a 
commitment from Japan to buy 
at least 20% of its chips from - 
foreign (ie, American) sources by © 
1990— a condition which the Jap-. 
anese government has no powers 
to enforce. NE 
In all this, the gains to Ameri- 
can producers have been small, - 
perhaps negative. Most of them 
have given up making the kind of. 
chips in question. Many custom- 
ers complain that the deal's main 
effect has been to raise prices to` 
them and to give Japanese pro« 



















































































be used to finance the develop- 
ment of fancier chips, In Octo- 
ber, Hitachi and Fujitsu an- 
nounced a plan to work together _ 
on a powerful new generation of 
microprocessors. m 
The settlement has also givena 
cost advantage to Japanese man- 
ufacturers of consumer goods . 
and computers, because they can — 
now buy cheaper chips than their 
American rivals. American com- 


talked of moving their manufac- 
turing to Japan, where cheaper 
chips will save them $50-100 on 
the input cost of a $600 personal 
computer. : 

That is why another form of 
protectionism is now on the 
cards. American chip firms— 
mighty IBM included—are press- 
ing hard to get support from th 
government for joint and individ 
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running into billions of dollars. 


































OKT lere wasa a pre-tax profit afi A 93. Imo 
^. compared with a pre-tax profit of £16. 6min 
-the same period last year thus producing a 
£176.5m improvement. The third quarter 

pre-tax profit was £105. 7m. ES 


| 30 Sept 
1986 A985. - 
(unaudited) unaudited) 


General Premiums 2,305.4 — 2,0740 2,719.5 
Long-term Premiums 489.5 356.7 479.1 
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*K The recovery: was most marked in ihe 


General Insurance: | 
Underwriting Balance -107.3 -278.8. -347.1 








Allocated Investment | United States with a pre-tax improvement 
Income 205.5 2006 . 266.7 of £116.3m. In the UK it was £35.1m and in 
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Result 96.2 ye NY 
Long-term Insurance Profit 20.9 181... ,253 | 
Investment Incomie 1 X Worldwide general insurance profit of 
attributable to Capital | 
and Reserves 642 ^ 697 878 £96. 2m (1985: £18. 2m loss). 
-Share of Associated ahi Thea uen 
OOA Se o NEL * The contribution to total earnings from 
* Profit before Taxation 193.1 1656: 44 
ae or ih VE ^ Royal Life Holdings rose Bom £18. "in to 
-Minority Interests 15 EIE ‘fal. 9m. 





The full statement for the first nine months of 1986 Cof which this | is 
an extract) will be mailed to all shareholders, and is also available 
from: Corporate Relations, Royal Insurance pic (01-283 ns 


Net Profi | 1594 123. 289. 










Earnings per share 675p | 52p 122p d 
£2,278m ^ £l7l4m  £1,905m 
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ood news from Arcadia for 


“he old 


"Alzheimer’s disease lurks behind the 
Mread of all who fear that advancing years 
will bring not only physical deterioration 
»ut mental decline as well. Incurable and 
f unknown cause, Alzheimer's brings a 
ong, slow slide into what Shakespeare 

ed "second childishness and mere 
| UR It is believed to affect 5-10% of 

ple over 65 and to be the main reason 
or long-term admissions to nursing 
somes. Now there is, at last, hope that if 
fhe scourge cannot be eliminated, its 
‘ogress can be slowed or even re- 
ersed—for a time. 

The evidence comes from a study in 
Arcadia, California, reported this month 
n the New England Journal of Medicine. 
“ concerns tetrahydroaminoacridine 
THA), an 80-year-old drug that was origi- 
sally developed (unsuccessfully, as it 
urned out) for the treatment of intestinal 
sarasites. In the study, oral doses of THA 
ed to an improvement in Alzheimer's 
satients with moderate to severe demen- 
ta, and restored some of them to a 
»revious level of competence. For now, 
he drug is only available to researchers. 

Out of 12 patients who have been 
akino the drug the longest—an average 

nonths—one has been able to take 
f again, another has gone back to 
'art-time work, and a third is once more 
loing most of her own housekeeping 
hores. Others whose progress has been 
2ss dramatic can at least now feed and 
iress themselves. 

The side-effects of the drug have been 
ninor and only one of the patients, a 94- 
ear-old man, has had to go to a nursing 
ome. The reason for his admission was 
ot Alzheimer's disease, but a stroke. 

Still, Dr William Summers, a psychia- 
rist who led the Arcadia study team, has 
o illusions that THA will work indefinite- 
i. The late Dr George Cotzias, who 
eveloped L-dopa for the treatment of 
arkinson's disease, described that drug 
s giving sufferers a "sabbatical". He 
orrectly predicted in the 1960s that the 
rogress of Parkinson's disease would 
ievitably resume. Similarly, says Dr 
ummers, THA can be expected to create 
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only a temporary plateau for sufferers 
from Alzheimer's disease. The eventual 
decline will be rapid. For both diseases, 
the time between diagnosis and death 
remains the same, with or without treat- 
ment: six-eight years. 

Meanwhile, physicians need a reliable 
test that can detect Alzheimer's disease 
while the patient is still alive. For now, 
the hallmarks of Alzheimer's—tell-tale 
dead nerve cells and tangled fibres in the 
tissues of the brain—can be found only by 
an autopsy. A good test for the living is 
getting closer, thanks to the recent dis- 
covery of a chemical called A-68 by Dr 
Peter Davies and his graduate student, 
Mr Benjamin Wolozin, both at New York 
City's Albert Einstein College of 
Medicine. 

A-68 is a protein that (so far) seems to be 
unique as a marker for Alzheimer's dis- 
ease. Its advantage is that it is found not 
only in the brains of living people who are 
believed to have the illness, but also in 
their spinal fluid. Several drug companies 
would like to use the chemical for a test 
that could be done by taking some spinal 
fluid from the patient—not a trivial pro- 
cedure, but at least a feasible one. 


" T 
LIESS " 


Trying to keep up with chemistry 


If it works, the test could be at least as 
helpful to the large number of people who 
are mistakenly thought to have Alz- 
heimer's disease as to those who really do 
have it. Confusing Alzheimer's with other 
disorders—such as depression, anxiety, 
alcoholism and malnutrition—is all too 
common and deprives its victims of ap- 
propriate and already available therapies. 

Also, Alzheimer's disease has a slow 
and insidious start. This means that if—as 
Dr Davies believes—A-6s appears in the 
very early stages of the illness, detection 
may make it possible to find a way to 
reverse it or at least prevent it from 
getting worse. There is a further possibili- 
ty that A-68 plays some role in causing or 
activating the disease by altering the 
behaviour of one or more genes in the 
cells of the brain. Whether such a gene, 
or collection of genes, exists is unknown. 
But if it does, a plausible suspicion is that 
it will be found on chromosome 21. 

Dr Carleton Gajdusek and his col- 
leagues at America's National Institutes 
of Health (NIH) have made what may 
be a crucial finding, and it points to 
chromosome 21. The discovery con- 
cerns amyloid, a starch-like material 
with a protein component that is found 
both in normal aging brains and in 
those of people with any one of several 
brain disorders, including Alzheimer's 
disease. Dr Gajdusek and the NIH team 
have identified a collection of genes on 
chromosome 21 which are the blueprint 
for a substance used by the body to 
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make the protein portion of amyloid. 

With that information, it should now be 
possible to learn whether the amyloid in a 
normal aging brain differs from Alz- 
heimer’s amyloid and whether the latter, 
in turn, differs from the amyloid found in 
other brain disorders, such as Parkinson- 
ism. That the genes should be on chromo- 
some 21 also fits neatly with what is 
known about Down's syndrome—the 
most common kind of congenital mental 
retardation. People with the syndrome 
have three copies of chromosome 21 
instead of the normal two. Examining 
their brains after death shows that virtual- 
ly all Down's patients who live into their 
thirties or forties get Alzheimer's disease. 

This is almost certainly not a coinci- 
dence. Although people without Down's 
syndrome who get Alzheimer's usually 
get it later, there is strong evidence that 
the disease has a marked genetic compo- 
nent. In fact, many carriers of the puta- 
tive Alzheimer's gene (or genes) may be 
spared the dementia only because it tends 
to come on so late in life that something 
else kills them first. 

Hence some excitement about a very 
special kind of mouse. The mice in ques- 
tion stem from wild mice in northern Italy 
and southern Switzerland with known 
genetic traits, which are bred with labora- 
tory strains to produce off-spring with an 
extra copy of chromosome 16. In this 
species, there is a sequence of genes on 
chromosome 16 which is the same as the 
sequence that is linked to Down's syn- 
drome on chromosome 21 in man. 

Sure enough, these unusual mice— 
which were developed by the late Dr 
Albert Gropp of Germany and Dr Bever- 
ly White at the NiH—have a facial appear- 
ance similar to people with Down's syn- 
drome. They also share other 
characteristics of the disorder, such as 
malformed hearts and digestive tracts. 

The trouble is that the creatures are so 
fragile that—like most people with 


Down's syndrome—most of them die in: 


their mothers’ wombs. The mice that 
survive invariably die a few days after 
birth. Two groups of scientists—Dr John 
Gearhart, Dr Mary Lou Oster-Granite 
and Dr Roger Reeves at Johns Hopkins 
University; and Dr Charles Epstein and 
Dr David Cos at the University of Cali- 
fornia at San Francisco—have produced 
mice that live long enough to be useful for 
research. They did it by fusing the embry- 
os of Down’s syndrome mice with the 
embryos of normal mice. Known as chi- 
meras, these animals have four parents. 
Because they can be tinkered with in ways 
that would be ethically unacceptable if 
people were involved, they are proving to 
be ideal subjects for the study of Down's 
syndrome—and may also help to uncover 
more secrets about Alzheimer's disease. 
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Fragrant molecules 


Softly stealing 


A nice smell is an ephemeral experience. 
Chemically, the reason is simple. To 
smell, a chemical must be volatile—it 
must turn to vapour promptly—and that 
means that the source will soon dry up. 
What is needed is a chemical slow-release 
mechanism. Beta cyclodextrin provides 
one. It is the all-weather molecular over- 
coat that chemists—and the perfume and 
food companies that employ them—have 
been waiting for. 

The beta cyclodextrin (BCD) molecule 
is a ring of seven sugars. In three dimen- 
sions it looks rather like a rubber bung 
pierced by a wide central channel. The 
outside is water-friendly, so it dissolves 
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easily. The central channel does not like 
water. Adding a suitable guest molecule 
to a solution of BCD displaces the unwel- 
come water molecules in favour of the 
guest and stabilises BCD' once more. BCD 
can then be crystallised, taking its guest 
with it and protecting it from evaporation 
or damage. 

The first experiments on BCD were 
done by Franz Schardinger, an Austrian 
chemist, in 1903. But the chemical was 
expensive to produce and chemists until 
recently thought it was toxic. Dr Jozsef 
Szejtli of Chinoin, a Hungarian chemical 
enterprise, has shown that the chemical is 
harmless and advances in enzyme tech- 
nology have brought cyclodextrins fresh 
attention. Hungary already has a series of 
BCD-protected spice extracts on the 
market. 

Cyclodextrins are prepared from starch 
using an enzyme abundant in human 
saliva and another produced by a bacteri- 
um. Food technologists are likely to enjoy 
the most immediate benefits. Unstable 


vitamins soon lose their activity if lef 
exposed to light and air and when heatet 
during food processing. Combining then 
with BCD eliminates such losses. Natura 
colours, including beta carotene, paprik; 
and annatto, are similarly sensitive. An 
up to now, biscuits with heat-sensitiv 
flavours, such as almond, have lost thei 
taste when baked, as have foods witl 
lemon-oil coatings when deep fried. BCI 
solves these problems. Even better. th 
ingredients are instantly released in th 
warm and moist environment of th 
mouth. : 
BCD can conceal the smell of garlic an 
onion oils and protect them from evapc 
ration once they are in food. A crystallin 
BCD complex of onion is odourless an 
can be used in food coatings on. fe 
instance, snacks. It will retain its flavou 
beyond the shelf life of the produc! 
Marjoram, dill and caraway will kee 
their flavours indefinitely if their esse 
oils are combined with BCD. | 
Pharmacists will be able to combin 
previously incompatible drugs into singl 
tablets by encapsulating one or more < 
them with BCD. By enhancing the solub 
lity of its guest drug, the BCD comple 
allows it quicker access to the blooc 
stream—lower doses are required t 
achieve the same response. The childre 
of years past would have been spared th 
nasty taste of their spoonfuls of medicine 
Apart from its role as an overcoat, BC 
can act as a reservoir of the guest mok 
cule. Gradually removing the freely di 
solved guest from the solution invites BC 
to release more guests to restore tl 
balance. All tests conducted so far inc 


cate that this property will make proces 


es in biotechnology more efficient. BC 
can present a steady flow of a substan 
to an enzyme or a microbe. 

BCD can also protect the bioloe:e 
sludge essential for treating sewa; 
can encapsulate poisons that would « 
wise kill the microbes in the sewage. Th 
reduces the need for heavy dilution : 
sewage with clean water. 

Cyclodextrins have potential in oth 
sectors. Combined with perfumes ai 
fragrances (eg. in deodorants), BC 
would release the molecules only in tl 
presence of warm moisture. BCD's cousi 
alpha cyclodextrin, can convert eth: 
ene—one of the most active plant hc 
mones—to a stable crystalline comple 
Flavours can be added to carefully bi 
anced animal feeds to make them mc 
palatable at the trough. Cyclodextri 
may also help to make the explosi 
nitroglycerine easier to work with. 

BCD has a ready-made market. Hollai 
has recently approved its use and Brita 
is considering doing so. Hungarian es 
mates put the European market for it 
around 2.000 tonnes a year. If the Fo 
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send their questions about America’s future to Europe? The 
answer is simple: Oxford Analytica, one of the world’s most 
extraordinary think tanks. Drawing on the accumulated — 
expertise of senior faculty members at universities world- 
wide to evaluate the implications of social, economic, 


political, fiscal, and 
psychological trends | 
for our immediate and 
long-range futures, 
this indispensable 
business tool is now 
available to the 
public for the 
first time. 
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Eye-watering flavours 


and Drug Administration approves the 
use of BCD in the United States, then the 
market will be worth millions. ‘Only the 
Hungarians and two Japanese companies 
have the capacity to produce it on a large 
scale now. They are hoping to cash in on 
it before others crowd into the market. 





When Dr Richard von Weizsäcker, the 
president of West Germany, opens a 
new centre in West Berlin on November 
25th, he will unveil a paradise of automa- 
tion. In the DM136m ($67m) Centre for 
Production. Technology, 400 students 
and researchers will be able to make 
their own Volkswagens, print their own 
newspapers or run off a few ink-jet 
printers on an automated assembly line, 
while a robot runs their errands. 

Such facilities would make most indus- 
trialists and scientists drool. The aim of 
the West Berlin centre is to go much 
further than university science parks in 
bringing academics in touch with indus- 
try. Researchers will not only work on a 
. commercial project, but will also deliver 
the results on time and to cost. 

Two groups share the new building 
and its facilities: the Technical Universi- - 
ty of Berlin and the Fraunhofer Gesell- - 
schaft. About half the money comes 
from industry. Many of West Germany's 











Daimler-Benz, BMW, "Volkswagen. and 


man-month of. work with à student. 
Equipment is either bought at.a 
count in n return for research favours rer 
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big companies are involved, including . techno | 
They .are getting . off 

Siemens. Research work can be ordered. DM150, 
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In Japan; die and industrialists 
-have felt: little need to have much to do 








with each. "other. This. mutual disdain 
between ivory. tower’ a id POET: 






prefecture, south of Tokyc are likely to 
get government approval next month. 

Japanese companies have long regard- 
ed the country's universities as providers 
of manpower for their own in-house re- 
search centres rather than as places to: go 
to get research done. Indeed, many J apa- 
nese companies turn to American univer- 
sities for ‘fundamental research before 
their own, Other companies, like Kyo- 
cera and Sumitomo Electric, have set up 
their own labs in America. 

Japanese industry is at the forefront of 
R&D in the country—it accounts for two- 
thirds of all research spending, with the 
biggest 20 companies doing half of that 
two-thirds. But industry can no longer 
shoulder so much of the burden: 

@ The cost of R&D is rising so fast, and 
technological change - is so ‘rapid, that 





Machine tools in the classroom 


WEST BERLIN 


lent or given by industry. The inventory 
includes a 95-tonne five-axis milling ma- 
chine, able to produce complex three- 
dimensional moulds that can be used on 
one of three pressing machines to stamp 
out panels which have been cut from 
sheet steel with a laser. Robots are being 
linked up to talk and. work together on 
tasks ranging from installing windscreens 


- in car bodies to de- -burring castings with 
 high-pressure water jets. 


The emphasis is on computer-integrat- 
ed manufacturing (CIM). One project has 
developed a simulation program, which 
shows on a computer scr een how to 





_ make a component designe 
puter. It will generate th 
. needed to feed into ana 
"machine without the. te laving 

spend days on the Dun er setting 


























the machine for test. TUDS. 
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à search for its successor. 


TOKYO - 


regions" 
:  technopolises. may still promise more 
than. they. eventually deliver. They will 
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@ The high yen is squeezing profits s sc 
hard that companies are having to breal 
with their custom of spending more or 
R&D regardless. In previous economk 
slowdowns, - capital investment was cui 


before R&D money. This year, at the fivc 


biggest spenders— Matsushita, Hitachi. 
Toyota, NEC and Toshiba—R&D is being 
held virtually unchanged. in cash terms. 


- which means. cuts in real terms. 
€ Japan's 


existing. technologies are 
reaching maturity. Those technologies 
were largely imported; now the country 
has to do more basic research itself. 

Unlike America or European coun- 
tries, Japan has only a tiny defence indus- 
try through which to channel money and 
direction for scientific research. So the 
government is keen to push industry ae” 
universities closer together to develop: 
technologies that will provide Japan 
industrial base in the 1990s. 

Japan already has a "science city", 
Tsukuba, 40 miles north of Tokyo. More 
than 30. government research institutes 
were moved there and a national universi- 
ty set up to: act as a magnet for private 
companies. Slowly, the. private research 
centres. have been drawn in. Now even 
foreign companies are arriving. ICL, the 
British chemicals giant, is planning to 
build a research centre at Tsukuba. 

Tsukuba is a research city; manufactur- 
ing is banned. A more grubby-fingered 
approach to mixing academics and indus- 
trialists is Japan's technopolis project. A 
technopolis brings together a university, 
local government and industry with the 
intention of creating a sort of high-tech 
market town. 

Unlike American or European sci->*- 






parks, they are not primarily to. 


boffins to become entrepreneurs. "us y 
are intended to promote basic research on 
which new high-tech industries can be 
founded. The government has approved 
18 technopolises, mostly in relatively un- 
derdeveloped coastal regions of Japan. It 


sees them as an essential part of its 


regional development policy. They are 
supposed to create jobs rather than 


. millionaires. 


. Technopolises are a project for the 21st 
century. Although local government offi- 
cials talk them up as they see their 
traditional industries decline, 


require huge investment, not least in 


| public worl ks, if. they are to attract big 


. companies. Many are already finding that 
their researc ers are loth to Bae d 





BOOKS AND ARTS 


On the town 


New York city has never lacked for 
chroniclers. Since 1975, when it was on 
the brink of bankruptcy, the spate of 
articles and books dealing with the city 
has increased. Most cover familiar 

und. Some focus on the city’s financial 

iis, Others on its rapid recovery, but 

/ of them have anything fresh or inter- 
esting to say. Three books, however, 
have distinct, but differing, virtues. 

In Political Crisis/Fiscal Crisis (Basic 
Books, $21.95), Martin Shefter, a politi- 
cal scientist at Cornell University, pre- 
sents his thesis that fiscal strain is nothing 
new to New York or special to it. Munici- 
palities, unlike the federal government, 
cannot print money when demands for 
their services rise faster than revenues. 
They must rely on individual or institu- 
tional creditors, mainly commercial 
banks. Mr Shefter notes that there were 
five periods between 1856 and 1933 when 
the banks refused to lend to New York. 
The city’s most recent crisis is a recurring 
phenomenon, one moreover that has also 
visited other big American cities. 

Still, as New York is the nation’s larg- 
est city and its communications centre, 
developments there tend to be magnified. 
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NEW YORK 


Mr Shefter is at his best in providing a 
clear analysis of the part that various 
political groupings played in either abet- 
ting or staving off the fiscal follies of a 
decade ago. Pressures first were felt in the 
early 1960s, with the exodus of white New 
Yorkers to the suburbs and the influx of 
poor blacks and Hispanics. At the same 
time, the city’s manufacturing base, like 
the tax base, eroded. 

These developments called for much 
higher expenditure. It was strained fur- 
ther by Lyndon Johnson's expansive 
Great Society programmes. While sub- 
stantial amounts of federal money were 
made available, the city itself was forced 
to spend—and borrow—even more. New 
York has a long history, traceable in large 
part to the Tammany Hall machine, of 
responding generously to the needs of its 
residents. It was the surest means of 
retaining power and containing civic 
strife. In the postwar era, most adminis- 
trations adopted this policy, though ma- 
chine politics had withered. 

Mr Shefter does not adequately explain 
why bankers continued to lend so much to 
the city for so long, even though they 
were aware that it was indulging in decep- 


tive financial practices. As early as 1965, 
the city achieved a fictitious balance in its 
annual budget by borrowing against an- 
ticipated revenues derived from a pro- 
posed new tax that the legislature had not 
yet approved. Perhaps the explanation is 
that bankers follow patterns, too. Lend- 
ing was profitable and their competitors 
were also doing it. Given the pile of city 
obligations on their books, they never 
contemplated thinking the unthinkable. 
(A pattern repeated with excessive lend- 
ing for real estate, midwestern farmers 
and Latin America.) 

Mr Shefter is least impressive in argu- 
ing that New York and other cities are 
vulnerable to fiscal crises in ways that do 
not apply to higher levels of government. 
To be sure, the federal government may 
be spared the humiliation of a rebuff from 
bankers. But the states face the same 
restraints as cities. In fact, it was the 
default of a state agency, New York's 
Urban Development Corporation, that 
precipitated the city's crisis. And the 
power to print money does not immunise 
the national government, as Jimmy Car- 
ter found out in 1980, and as Mr Reagan, 
if his luck does not hold, will discover. 

In times of recovery, Mr Shefter dis- 
cerns another pattern. A shift in power 
takes place. The city's creditors force 
elected officials to retrench and reform, 
ending up with a new administration. In 
the most recent crisis, the pattern held, 
ushering in Mr Edward Koch, who ad- 
ministered fiscal austerity with relish dur- 
ing his first term. Reforming mayors 
rarely last, mainly because the coalitions 
that support them are temporary in na- 
ture, while the city bureaucracy is perma- 
nent. Now in his third term, Mr Koch 
appears a fixture, helped by the rapid 
revival of the city's economy and by his 
own ability to accommodate to change. 

Roger Starr's The Rise and Fall of New 
York City (Basic Books, $17.95) is less 
ambitious than Mr Shefter's book. A 
former city official who is now an editori- 
al writer for the New York Times, he 
traces the city's slow but continuing slide 
from its peak, which he dates as shortly 
after the end of the second world war. Of 
the industrial world's big cities, New 
York was then not only the unscathed 
survivor, but economically prosperous 
and culturally enriched by hordes of Eu- 
ropean refugees. The author recalls it as a 
pleasant and harmonious city. 

The loss of harmony and of civility, 
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according to Mr Starr, has been accompa- 
nied by a squandering of many of the 
city’s more tangible assets—the deterio- 
ration in its magnificent port and its 
transport links with the continental main- 
land; the decline in manufacturing; the 
decay in its housing stock, and in its 
public school system. Mr Starr argues 
that, as these changes were taking place, 
the city’s population, once largely mid- 
dle- and working-class, became increas- 
ingly and unequally divided into a rich 
upper crust and masses of the poor. 

Much of this transformation was inev- 
itable, but Mr Starr believes that the city’s 
political leadership, supported by the 
business and social elite, contributed to 
the decline. Yet although he is censorious 
about the maintenance of rent control 
and criticises labour unions, social work- 
ers, the educational bureaucracy and city 
planners, his is not a blunderbuss attack. 
He argues deftly that the well intentioned 
efforts to placate the blacks and to im- 
prove the quality of life for all New 
Yorkers were far more expensive than the 
city could afford and usually went awry, 
making it more costly to do business for 
the private sector and accelerating the 
flight to the suburbs. | 

While Mr Starr offers a powerful and 
sobering analysis, Jerome Charyn, a nov- 
elist, offers a delightful and lively fillip, 
Metropolis (G. P. Putnam's Sons, 
$18.95). He takes an impressionistic ap- 
proach, seeing New York as a city of 
immigrants from the Dutch and the Eng- 
lish at its beginnings, to the Asians and 
Latin Americans that are settling down 
today. 

In a series of portraits of New Yorkers, 
he captures much of the dynamism of the 
city. He deplores the redevelopment of 
the Times Square district, looks at the 
seamy side of the city, where its under- 
ground economy flourishes, and contrasts 
it to the glitziness that is in fashion in 
exclusive areas. Mr Charyn may not have 
answers to the city's problems, but he 
does have hope, energy and wit. 


Political science 


Cats, voters and 
number-crunching 





POLITICAL REPRESENTATION IN FRANCE. 
By Philip Converse and Roy Pierce. 
The Belknap Press, Harvard. 996 pages. 
$49.50 


Cats are famously bad experimental sub- 
jects for behavioural researchers. So are 
voters and politicians, to judge from this 
flawed, but intriguing study, by two 
American professors of political science. 
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The representation bond came under strain in Paris in 1968 


The book concerns the so-called "repre- 
sentation bond" as observed in France. 
Translated out of sociologese, that means 
how much say French citizens have over 
the representatives they elect. 

That the main subjects in this inquiry 
were French voters and candidates in the 
Nattonal Assembly elections of 1967 and 
1968 seems almost accidental. Other 
countries or other elections, one feels, 
would have suited the authors just as 
well. Mr Pierce shows a special interest in 
France; but Mr Converse, a political 
statistician, seems keen above all to test a 
complicated numerical measure of "rep- 
resentativeness", which he adapted from 
an earlier American study of Congress. 
Without a broader aim, it would be hard 
to justify bringing out a 996-page study of 
two closely spaced French parliamentary 
elections almost 20 years later. 

Looking for factual ways of gauging 
voters’ power over those who govern 
them is in itself a good thing. Plenty of 
people, especially the non-voting sort, 
take it for granted that politicians are 
pawns of party or special interests. An- 
other line is that however much choice 
voters have in the multi-party West, it is 
more than citizens in one-party countries. 
But glib answers aside, showing how 
democratic Western democracies are is 
far from easy. 

The trouble with the authors' approach 
is that it is at once too broad and too 
narrow. In the first two sections, “The 
French Voter" and "Choosing a Repre- 
sentative", they pile up an impressive 
number of findings: the ease with which 
parliamentary parties in France form, re- 
form and disappear has more to do with 
the comparative weakness of parties than 
the fickleness of French voters; faced with 
such variety, many voters lump parties 
into left and right; but more educated 
French voters tend to talk about politics 





in terms of issues rather than labels. 

The snag here is not so much that a k 
of this will sound obvious. Messrs Con- 
verse and Pierce can claim to have under- 
pinned conventional wisdom with statis- 
tics. The real trouble is that too many of 
their early findings bear only obliquely on 
the question of "representativeness", 
which occupies the fourth and longest 
section of the book. 

As for this, their method was, roughly, 
to poll a sample of voters for their opin- 
ions and cross-check these against the 
opinions and voting record of winning 
candidates. As best one can decipher 
their cargo-train prose, they reach two 
main findings: (a) the views of winning 
candidates in the 1967 election tended to 
be nearer to the majority of their constit- 
uents than those of the losers, although 
neither were very close; (b) virtually 
regardless of party, the views of deputies 
tend to be closest to a narrow band of the 
6% most educated of their constituents 

Do the authors therefore think tl... 
French voters are badly or undemocrati- 
cally represented? Their figures seem to 
point that way. Yet the authors are shy of 
anything that sounds like a judgment. 
They work over their figures for several 
dozen pages before rejecting the appar- 
ent finding that French deputies would be 
more representative if they were picked 
at random from the telephone book. 

Had the authors been less figure-bound 
and opinion-shy, they would have pro- 
duced a more illuminating book. They are 
as careless with definitions as they are 
particular about numbers. How "'repre- 
sentative" a deputy is depends on many 
things, as they disarmingly admit three- 
fifths of the way through their book. As in 
Britain, a French deputy's first master is 
the party whip. But whips listen to mem- 
bers and public opinion. Parties in gov- 
ernment can be more or less faithful to 
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their programme or to the wishes of their 
supporters. Deputies nurse constitu- 
ents—and special interest groups—more 
or less well. All these are part of “repre- 
sentation". That they are difficult, or 
perhaps impossible, to measure does not 
make them less real. 

In the constituencies, representation 
cannot work unless voters feel represent- 
ed. The authors had the bad luck to 
question their main sample a year before 
the upheaval of May 1968, in which 
students and young workers, with much 
popular support, brought France to a 
standstill. What the questioners, hired 
from the French polling firm, SOFRES, 
missed was the widely held but unspoken 
view that, in sociologese, French elites 
were unrepresentative; in plain terms, à 
lot of French men and women were fed 
up with being told to listen and obey. 

Scrambling to save their experiment, 

e authors commissioned a second poll 
D: the conservative backlash in the 
parliamentary election of June 1968. The 
third and shortest part of “Political Rep- 
resentation in France” looks over its 
results. 

A glance at the change in questions 
suggests what went wrong. In the earlier 
poll, the questioners assumed that the 
burning educational topic was the level of 
public spending on universities. They 
were wrong. The second poll asked the 
right question: about reforming the uni- 
versities. The moral is that good repre- 
sentation involves knowing what is on 
people's minds. Multiple-choice poll 
questions set by and for elites are a 
notoriously bad way of finding out. 

A less obvious, but more damaging. 
way in which time has overtaken this 
study is the growth of presidential power 
in France. When Messrs Converse and 
Pierce began, there had been only one 

'ct election of a French president in 
—. Fifth Republic. It was natural that a 
study of popular representation in France 
should focus on the National Assembly. 
Now that the link between president and 
voter is uppermost in France's electoral 
democracy, the study inevitably looks 
dated. 

In the decade and a half that it has 
taken to bring this seven-pound-three- 
ounce work to birth, fashions in Ameri- 
can political science have changed. The 
once dominant mathematical school, of 
which Messrs Converse and Pierce are 
notable members, is now embattled. 
Weaker souls might have given up, espe- 
cially after the patience and money of the 
Ford Foundation ran out. But Messrs 
Converse and Pierce finally "*forthcame", 
as they quaintly put it. Believers in the 
experimental approach, they will know 
that a failed experiment can still be 
worthwhile. 
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South Africa 


£ 





A preppy in the 
townships 


CROSSING THE LINE. By William 
Finnegan. Harper & Row. 417 pages. 
$22.95 


“You know what your problem is?” says 
a black activist to Mr William Finnegan, 
"You're not a racist." Indeed he is not. 
The author of “Crossing the Line" is an 
overwhelmingly virtuous young Califor- 
nian scholar-athlete, who recently taught 
at a high-school for mixed-race children 
near Cape Town. His portrait of South 
Africa and apartheid provokes despair. 
Reasonable people seeking reasonable 
ways forward are just pawns: they are 
apologists for a system of white repres- 
sion that will be swept away only by 
blacks willing to die for their cause. 





"Crossing the Line" is a digestible 
guide to the labyrinth of South African 
politics. The story of Mr Finnegan's stint 
as a teacher carries the readers through 
South Africa's blizzard of acronyms, past 
the mechanisms of apartheid, past the 
absurd racial classifications, and down a 
history of how they all came about. It 
shows the way these abstract construc- 
tions bear upon ordinary lives on the 
Cape flats. It conveys well how they 
pervade everything and prompt endless, 
suffocating, useless political talk and 
guesswork. 

At one point, Mr Finnegan's classroom 
provides a chilly glimpse of what may lie 





POPULATION GROWTH AND POLICIES IN 
SUB-SAHARAN AFRICA 


A World Bank Policy Stud 
£7.15 ISBN 0 8213 0773 8 


Today more than three-fourths of the governments in 
sub- n Africa officially support family planning. 
Ten years ago only three such governments were 
making efforts to slow population growth, This report 
responds to this change in policy. It describes the 
current situation, reviews — — policies 
and programmes, and assesses the prospects for 
pe ange to help slow population growth. The 
k includes a population data supplement, 

bibliographical note, statistical annex and 49 tables 
and figures. 


RESEARCH-EXTENSION-FARMER 
A Two-way Continuum for Agricultural 


Development 
Edited by Michael Cernea, John K. Coulter 
and John F. A. Russell 
SM World Bank/UNDP Symposium 
.45 ISBN 0 8213 0652 9 


Although agricultural research and extension have 
common objectives, the lack of close co-ordination 
between them often limits their ability to help farmers 
and to contribute to agricultural development. This 
volume reviews and analyses actual experiences— 
successes and failures—with linking research and 
extension in several Asian countries. It looks at policy 
and institutional dimensions of building linkages 
between research and extension, and discusses 
incorporating technical know-how into farming 
systems to achieve a communications continuum that 
operates in both directions. 


URBAN TRANSPORT 
A World Bank Policy Stu 
£7.20 ISBN 0 8213 0755 X 
The unprecedented growth in demand for transport 

_ and increases in the costs of energy and construction 
have exacerbated urban transport problems in the past 
decade. Such c have prompted a fresh look at 
urban € and its effects on the economic 
efficiency of cities and the well-being of urban 
residents. This study sets out the current views of the 
World Bank on urban transport and on future lending 
in the sector. 
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E Park School who regarded. voting. as the 
^ ideal way to weigh issues and make deci- 
< sions. . . Sometimes the students would try 
soto oblige me. But if two-thirds voted one 
` way, they would invariably raise their fists 
and intimidate the other one-third. No 
amount of my explaining the sacred princi- 
ples of direct democracy could dissuade 
them from this behaviour. The principle 
involved, I was told, was the protection of 
their unity. 7 


























































Mr Finnegan accepts this as the corollary 
of a police state. He hardens his heart 
against white liberal politicians and their 
newspapers because “it seemed that the 
would-be white allies of black resistance 
had usually served only to temper ‘black 
resentment, divert black initiative and 
otherwise slow the pace of black emanci- 
pation.” He endorses the murdered black 
politician, Steve Biko: “The biggest mis- 
take the black world ever made was to 
assume that whoever opposed apartheid 


ARTS 


Held in the last leg of the year, the 
London Film Festival gives a reliable fix 
on the state of world cinema. It brings 
together the best of the year’s movies that 
have not already opened commercially. 
Two things stand out from the 1986 
batch—the poverty of invention in what 
used to be considered the heartland of 
“thoughtful” cinema (Europe) and the 
diversity and dynamism of the rising cine- 
mas of Asia. There are ten fine pictures 
from the Orient, including one from Tai- 


Die") that puts all but one other film in 


: strong list. The shift in the cinematic 


- become a torrent. 


cinema. This is director Hou Hsiao- 


wan ("The Time to Live and the Time to. 
the festival to shame. India, too, has a 


- mainstream from West to East, already 
. apparent in 1984 and 1985, has this year 


Why is the Taiwan film so distin- ` 
- guished? First, it revitalises the traditions -~ 
- of humanity and compassion that once 
marked the postwar Italian neo- -realist 


hsien's testament to the joys and sorrows 
of growing up in a Taiwan village in the 
1950s and 1960s. Does that sound paro- 
. chial? In fact, Hou has struck a universal . _ "Not t ev 
chord by concentrating on character rath- UR | 5 vé * 

- er than narrow domestic concerns. Like. don. 

all good films, this one looks as if the. si 
. Stream of wonderful, but unostentatious, 






blacks, with whom the A A aners Would 
shore up their hold on power. 

Mr Finnegan conveys the. physical feel 
of South. ‘Africa welin- particular, a 
camping trip to the Cedarberg mountains 
and a dusty hitch-hike from Cape Town 
to. Johannesburg, both spiced with men- 
ace because he travelled with a black 
man. He has a knack of extracting value 
from the most banal conversations along 
his way. 

But in the end his book does not escape 
from the ranks of all the other worthy 
works which prove that South Africa is a 





nonsense but have nothing constructive 


to add. Might there be any middle way 
between Afrikaner intransigence and 
bloodshed? What path should proposers 
of sanctions urge the regime to follow? 
Mr Finnegan describes lucidly, analyses 
cleverly, predicts darkly, but fails to 
prescribe. 





Orient 10, Occident 3 


The sun is setting on the western film industry but rising fast in the East 









Gonza a spearheads Japan's entries. 












Masahiro Shinoda, a ‘costume’. Sra 
about suspected adultery and the ritual 
slaughter which the medieval Japanese 
code of honour demanded as a punish- 
ment. The theme is familiar from ofher 
Japanese period pieces, but the telling 
confirms the status of the original, medi- 
eval author, Monzaemon Chikamatsu, as 
Japan's Shakespeare. 

Another veteran, Yoshishige Yoshida, 
has returned to the cinema after 13 years, 
also with his best work to date. "Prom- 
ise" is an uncompromising account of 
things from which the cinema normal 
looks away. Cast in the guise of a poli 
investigation into the drowning of an ol 
woman, it depicts the tragedy of an aged 
couple. who have lost control of their 
minds and their bodies and long for 
death. Not a comforting picture, but who 
in the West would risk such a subject? 

Among the younger generation of Jap- 
anese film makers, Yoshimitsu Morita 
has two films in the festival—both first 
class, completely different from each oth- 
er and from his brilliant. satire, "Family 
Game”, of two years ago. "And Then", a 
period drama set in the Meiji era (roughly 






the turn of the century), is a love story of 


great delicacy and restraint in marked 
contrast to "Deaths in Tokimeki’, a 
modern thriller about a hit man hired to 
murder the head of a new religious cult. 
In a horrific finale, the killer fails, is 
arrested, handcuffed and bundled into a 
locked car. How, in such circumstante“ 
does he do the honourable thing - 
commit suicide? Answer: by bi, 
through the artery in his wrist and filling 
the car with a fountain of blood. 

In "Comic Magazine", Yojiro Takita 
has made a blistering attack on Japan's 
gutter journalism. This tells of a televi- 
sion reporter whose job is to unearth dirt, 
disgrace, scandal and anything that will 
propel his programme up the ratings 


chart. The film is cast as fiction. but 


everything in it—including the climax 
where cameramen film, rather than inter- 
vene to stop, a brutal murder—happened 
in Tokyo during this past year. 

China has three films in London. The 
most daring is "Wild Mountains", which 


. * China recently named film of the year. It 
is. ern a smart kick up the conventions, 

sexual and political. Its twin. themes are 
` wif >. Swappin Lade t H d are 


Tarkovsky's triumph 


her for your neighbour's and get the 
benefit of her commercial nous. 
"Sacrifice of Youth" is equally outspo- 
ken—a condemnation of what the Cultur- 
Bi Revolution did to a generation of 
—hinese youth. But there is a second 
radical theme. Its woman director, Zhang 
Nuanxin, challenges the notion of Han 
supremacy—the assumed right of China's 
most numerous race to dominate the 
ethnic minorities. The film contrasts the 
repressive Hans with the uninhibited Dai 
people and finds in the latter's favour. 
"A Girl of Good Family" looks at à 
very Chinese subject, the pre-revolution- 
ary practice of marrying young girls to 
infant husbands. It achieves great pathos 
as the little boy, six years old and still 
wetting his bed, strives to understand the 
adult emotional tensions in which he is 
unwittingly involved. The film also has à 
strong historical sense, linking the drama 
back to attitudes and traditions beside 
which Marxism is a mere infant. 
There has been little like this in 1986 
from the West. One of the most widely 
'nired films, Bertrand Tavernier’s 
inco-American jazz picture, "Round 
wudnight”, is not in this league, though in 
western terms it is an impressive achieve- 
ment, celebrating one art form through 
the other great art form America has 
perfected. Commercially, Hollywood still 
rules the roost; artistically, it is bankrupt. 
Sequels are almost the only films produc- 
ers are prepared to back. Even the direc- 
tor Martin Scorsese has just made a 
sequel: “The Color of Money” stars Paul 
Newman in the role he first made famous 
25 years ago in Robert Rossen's "The 
Hustler", while Francis Coppola's "Peg- 
gy Sue Got Married" is a distaff clone of 
"Back to the Future", with Kathleen 
Turner in the Michael Fox role. Holly- 
wood's bad habits have also infected 
France. Claude Lelouch spent the past 
year raking over the coals of the film that 
first made him famous, too—" A Man and 
a Woman". His new film is "A Man and à 
Woman: 20 Years Later”. 
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The British contingent is huge and 
mostly negligible—undernourished tele- 
dramas masquerading as movies, insuf- 
ferable avant-garde productions, twee re- 
gional comedies. Thank God for Nicolas 
Roeg, who has made a dazzling entertain- 
ment out of Lucy Irvine's girl-friday sto- 
ry, “Castaway”. 

Mediterranean countries have made a 
dismal showing. Italy has fielded the 
feeblest team for years and "Matador", 
from Spain, is the newest bit of sado- 
pornography from a cinema that has gone 
sexually bananas since censorship was 
relaxed. If decapitation, rape, masturba- 
tion, premature ejaculation, strangula- 
tion and good old-fashioned stabbing at 
the height of an orgasm are your cup of 
tea, then "Matador" is for you—and you 
are welcome to it. 

What chiefly distinguishes these films 
from the more vital work now being done 
in the Asia is an absence of conviction 
and commitment. Their creed is that all is 


BOOKS AND ARTS 


for the best so long as people can contin- 
ue to wear designer clothes, sleep where 
they will and drive two cars. But there has 
been a big exception in western cinema 
this year. “The Sacrifice", Andrei Tar- 
kovsky's film about doomsday and the 
day after, is one of those great, craggy 
works of art that seem outside their time. 
A defector from the Soviet Union, Tar- 
kovsky made the film in Sweden. Into it 
he has poured all his hopes for a future 
free of materialism. This story of a pact 
with God, of an answered prayer to 
reverse the end of the world, is a film of 
faith, enriched by a formidable artistic 
control. Two scenes stand out—the mo- 
ment when Armageddon arrives, the 
skies are riven with the roar of jets and a 
jug of milk cascades to the floor like an 
emblem of a world destroyed; and the last 
sequence, a virtuoso ten-minute-take in 
which the hero fulfils his side of the 
bargain with God, renounces material 
possessions and burns his house down. 


Venice unpreserv'd 


Venice this month is "celebrating" its 
most disastrous event of this century, the 
"exceptional high water" of November 4 
1966. The prime minister, Mr Bettino 
Craxi, during his visit to the Lagoon for 
the official ceremonies, also announced 
that Venice would be the centre of a 
world's fair, the Expo Universale, in 
1997. The Venice Expo, if it really takes 
place, will be the first time anywhere 
that a people have celebrated the anni- 
versary of the end of their freedom. The 
date marks the 200th anniversary of the 
fall of the 1,000-year-old Venetian Re- 
public before Napoleon's troops, which 
was followed by 69 years of occupation 
by foreign troops, mostly Austrian. 

The 1966 floods and the 1797 foreign 
invasion had things in common. Both 
were inevitable. Both could happen 
again. Beginning in 1973, the ltalian 
parliament has given Venice a total of 
more than $900m to spend on flood 
prevention, low-income housing. reno- 
vation of buildings, and restoration of 
the ecological balance of the Lagoon's 
waters. The most generous estimate 
made this month was that $32,000 (ie, 
0.004%) had been spent, although more 
has been allocated. 

Mr Craxi, in his talk in the Doge's 
palace, admitted there had been delays, 
but said that all the projects would be 
completed in the next ten years, includ- 
ing the famous three mobile dams, 
which, if floods are imminent, will rise 
up and block the Adriatic waters from 
entering the Lagoon. Britain, he 
claimed, took 45 years to complete the 
flood-control barriers on the Thames 
(this assertion is based on the first time 
the issue was mentioned in Parliament, 


VENICE 


but it was the 1953 floods that prompted 
the project: the entire construction was 
finished in 11 vears). Excuses or not, the 
Lagoon is in worse shape today than in 
1966. The “high water" comes into town 
more frequently than the fog. 

As well as its difficulties with water, 
Venice has a contemporary version of 
the foreign invaders: 8m tourists a year, 
according to Mr Craxi. On Easter Sun- 
day and during some days of Carnevale, 
the police have to close the causeway 
linking Venice with the mainland when 
they estimate that 100,000 outsiders have 
descended on the island. For the past 
five years, the city council has debated 
fixing a quota for the number of visitors 
allowed in during any day. Something 
like that seems inevitable, and urgent. 
So the 1997 Expo (its theme is to be 
human civilisation seen at the close of 
the millennium) seems like a crackpot 
idea. The local authorities are talking 
about drawing more than the 1986 Van- 
couver Expo's 20m visitors during the six 
months of the fair, 

What Venice could be celebrating now 
is the immense amount of art-restoration 
work, stimulated by the flood and car- 
ried out since 1966. An exhibition at the 
Doge's palace shows before-and-after 
photographs of completed restorations. 
The exhibition’s brochure pictures eight 
art works, now restored, that the local 
authorities are particularly proud of, but 
fails to mention that four of those were 
sponsored and supervised by private for- 
eign groups. This celebration might have 
been the occasion for the explicit, official 
credit that those foreigners—not invad- 
ers but patrons—have not sought, and 
now will never receive. 
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2) Public Adn 


TETOC Group is a specialist unit of the British Council 
used by the Council and the Overseas Development 





as their primary source of advice and operational 
support in a number of specialist areas of technical. - 
cooperation and training. Two advisory posts will 
shortly become vacant. 


The Duties 

Both posts have the following duties in common: 

€ To advise ODA and the British Council on British 
resources in the respective subject areas. 

€ To identify projects in developing countries suitable 
for ODA support. 

€ To design, supervise and monitor projects resulting 
from their recommendations. 

@ To maintain contact with national and international 
agencies in the field and with resource bodies. This 


policies and practices in the countries covered by 
the post. EO 


and specialists in Britain and abroad. Both posts are 
physically demanding, with a target overseas touring 
load of up to 90 days a year. 


1) Adviser in Agricultural Education (C/2) 
Applicants should note that agricultural education and 
training covers practically - orientated training such as 
that offered by the Agricultural Training Board, and 
working attachments, as well as formal education at all 
levels. Membership of appropriate professional bodies 
is desirable, 


Requirements 


and a postgraduate qualification in agricultural 
education. They should also have first-hand practical 
experience of Agricultural Education in Britain, 
substantial experience in agricultural education 
development work in the Third World, arid a proven 
ability to work as a consultant. 


2) Adviser in Public Administration and 
Management Development (D/2) 


Requirements 
Applicants must be graduates, preferably with 


. postgraduate qualifications in management, public 


administration or finance; and substantial practitioner 
experience of management development or public 
administration training and consultancy preferably 
both in Britain and in developing countries. 


The starting salary for post.C/2 is $18,020 and for D/2 
£14,318. London weighting £1465. Non-contributory 
index-linked pension scheme. | ; 


For further details and an application form tobe _ 
returned by 31 December write or phone quoting C/2 


or D/2 as applicable to Personnel Management 


Department, The British Council, 65 Davies Street, 


D London WIY 2AA. Tel. 01-499 8011 ext 3123, 
, The British Council is an Equal Opportunities Employer. 


1) Agricultural Education 
ement Development - 


Administration of the Foreign and Commonwealth Office . 


includes keeping up to date with changes in training 


Both posts require a detailed familiarity with institutions 


Applicants must have a first degree related to agriculture 
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iE £9,513-£11,271 p.a. |—— — | 
- plus casual user car allowance and loan facilities — | 

Required to work within the Implementation Section of the Economic 

Development Unit covering the full range of activities undertaken by the 

Section. with particular emphasis on generating and processing business 

enquiries. ! | o 

Applicants must be educated to degree level in economics or a related 

discipline with relevant experience... T M 


ECONOMIC DEVELOPMENT ASSISTANT 
Ref. CE.055 

pes £5,606-£8,172 p.a. 

To assist in the collection, analysis and dissemination of information regarding 
the local enconomy including preparation ofan economic bulletin. 

Applicants should have a degree in economics or a related subject with some 
additional experience in analysis of economic information or in economic 
research. 

Last date for receipt of completed applications for both posts: 

8th December, 1986. 

Application forms and details from: Personnel Dept., P.M.S.U., 
Civic Centre, Darwall Street, Walsall WS1 ITP, quoting job titie and 

reference number. 


W, j T | Tel: Walsall 21244 ext. 3202. 


— | An Equal Opportunity Employer 
Metropolitan Borough | 


DRI Europe, Ltd. 


DRI Europe Limited is a subsidiary of McGraw-Hill’s Finanical and 
Economic Information Company, the leading provider of information 
products amd services .to financial institutions in the United States. We are 
currently expanding our international financial data services and have a 
requirement for: 


Client Support Consultant 
Salary Range £13,500 to £16,500 
The position, based in London, is to help support DRI's expanding base c 
financial clients in their use of our large financial databanks and software 
products. The successful candidate will be able to respond effectively to 
clients. needs and to quickly assume responsibility for a number of 
. important client accounts. The work. will involve supporting Economists, 
Analysts, Portfolio Managers and Traders in their use of DRI's data, 
software and analytical services. The successful candidate will also be 
expected to help market a wide range of DRI services to the financial 
community. A (OC | 
|. Applicants should have a degree in Economics, or a related subject, a 
|] knowledge of finance and the operation of international capital markets, 
|. first-rate communication skills, and ideally one or two years experience 
gained in a financial or economics environment. Familiarity with personal 
| | «computers and software would be a distinct advantage. — - 
| The essful candidate will work in a well qualified and highly motivated 
"team, drawing on the richest and most timely collection of economic and 
al data, a wide array of forecasting services, superior software (PC 
inframe) developed by DRI, and ample computing. resources. 
prospects are excellent. | Con d uite 
so have an opening for a Junior Client Support Consultant which 
| ideally. suit an Economics graduate with some computing 


ef. 





























































confidence to: — | 
"v *  MsMarion Jones 
“ORE Europe Ltd 
^.  8001d Queen Street ! 
oo London SWTIHSHP . 


























international financial organization headquartered in Washington. ias à 
do challenging position for an EconomistStatistician which involves the provi- 
J| sion of statistical support and technical assistance to economists undertaking f 
do economic and Ie studies in Latin America and the Caribbean, The 
Candidate would also be responsible for compilin organizing, interpreting P 
ens quantitative data and for RETAN E a io statistical data d 
an LS 



























This is to invite applications. for an appointment in the Business 
Economics area of the Graduate School of Management. The 
candidate should have interests in industrial organisation and/or 
macroeconomics. Teaching sponsibilities will be at the MBA and 
Doctoral levels. The. appointment. will commence in the 1987/88 
academic year. Applicants should have received a PhD or be a PhD 
candidate, | 


All inquiries should bé adáressed to 
Professor. Larry Kimbell 


Business Economics. 
Graduate School of Management 
University of California 
Los Angeles, ‘California 90024 




















. The candidate we seek should have a Master’ d ; Degree | dn economics or 

. statistics; 4 years of experience in applied economic. and quantitati 
research using computer systems; knowledge o of f RTRAN, DBASE or APL; © 

proficiency in Spanish and working know! edge of (ogi and good witing, E 


skills. 






























The position offers a starting salary of US$37, 740 net and an ewa len benefit | 
package, including relocation costs. È 




























Interested applicants should send cover letter id detailed curriculum vitae 
indicating nationality and list of references familiar with your work, no later 
than December 19, 1986, to: 


Recruitment Section/STA- 
STOP E-0507 UCLAIS AN EQUAL OPPORTUNITY 
AF FIRMA TIVE AC TION EMPLOYER 


Washington, DC 20577 | 


University of Essex 
Department of Government 


READERSHIP/SENIOR 
LECTURESHIP 


Applications are invited for the above 
position, for appointment from 1 Octo- 
ber 1987. Applicants from any field of 
the discipline may apply but preference 


will be given to those with research and : i ul ” . 
teaching experience in two of the fol- T E c ro essor 
lowing. fields: Comparative Govern- bate 


ment, Government and Politics of the 
United. States, International. Relations, 
Political Economy, Public Policy, 


The Departmen of Economics has an opening for a 


The salary will be in the range £14,870- 
£18,625 per annum (under review). 




























We are $ looking for.candidates with a Salary | 
thorough knowledge of the field who will be in the professorial range, with 


Jobi cubo ten CORR Melde | are also interested in institutional, , a maximum et Dfi. 122.485 per annum. 
DIGS T, í | 

sulum vitae and the names and political, Ed socio-cultural i 
esses of three referees, should | aspects of economic development. Applicat ons. 


Applicants (or those who wish to 


A the Registrar (S/502/E), Univer- | 
We expect candidates to have a Ph.D. suggest a suitable candidate) are 


sity of Essex, Wivenhoe Park, Colches- I 





» CO4 38Q, deba i me | in economics, a strong publication requested to write to the secretary of the 
hecemberi986. CS |. record and to have experience in recruitment committee, Mr. A.C. Janssen, 
pane p“ applied research in developing coun- Department of Economics, 
. tries. He or she should be able to Tilburg University, P.O. Box 90153, 





-inti grate other disciplines than 5000 LE Tilburg, The Netherlands. 
economics into teaching and research. 




























| ent | Information | 
! p Pu arım ne S ter Eee The new professor will be leading a can be obtained. from the chairman 
Ecce rd ORDRE EIS ere bith Feeponuble «= Pu On VENE E ae 
f am ct epon ciment tn years, Nn e yr the progr inn pi bacca or 691 (18 abu mes ) 
ful candidate will be appointed a Ahe pro gram. in deve opmen 66 office) or 
Full Praféssor with t Th ; | 
Ried wil. Neve academic distinction and |. js at Tilburg University. 01 031 (1 3 67 22 86 (home). 


I ADpOHM 

Ii proven leadership- qualities, The new Chair- f 
[ofan wii administer and direct the operation | - 
[ofthe Department, will be expected to provide | 1 
| judicious leadership in the development of the. Jof 
hing and research programs of the Oe- | | 







University of Sydney - 
LECTURESHIP (TENABLE) IN 


JEPARTMENT OF ECONOMETRICS 
Reference no 44/08) - : 





















search record or potential are invited 
‘or this. post. The appointee will be 
expected to teach courses at all levels 
of the undergraduate and graduate 
programmes, to supervise research 
“students, and actively pursue his or her 
“Own. research interests. The. depart- 
| ment provides courses leading to pass, 


; econometrics and operations research 
.. Within the Faculty of Economics. Appli- 
:cants should have a PhD and relevant 
«teaching and research experience. 
. Preferred areas of interest are econo- 
- metric theory X and/or: applied 








European economies, 


would be advantageous. 






| London SWIA IHG. 






















"Appointments tc 
potential to lead 
_ usually probatione 


plications from those with a strong ~ Salary range: $A27 869-A36, 600 per | ` 


< honours, master's and PhD degrees in 


don WC1H OPF. 





sought by the London- based merchant banking arm of a leading 
Japanese bank. This new position-—with a rapidly growing depart- 


ment-—-will involve forecasting interest rates, exchange rates, and 
other important macroeconomic variables for some of the major 


The candidate should have a master's degree in economucs, plus 
about two years experience in macroeconomic: forecasting: 
Fluent writing ability, public speaking practice, computer experi- 
ence, and knowledge of a foreign language, particularly German, 


Only EEC nationals or holders of a valid British work permit should - 
apply. Non-residents are unlikely to be considered unless they 
have plans to travel to Britain in the near future. 


Please reply to Box 3512, The Economist, 25 st James's St, 


THE HOME-GROWN CEREALS AUTHORITY 


ECONOMISTS 


. Applications are invited for two vacancies in the Market- 
ing and Economics Department of the Authority, at 
Archway, North London. Both of the vacancies could be . 
filled by recent graduates, The department's work is 
primarily concerned with providing a market intelligence — 
service for the cereals industry. This includes the collec- 
tion, analysis and dissemination of UK, and foreign ` 
market information and the study of cereals industry 
problems. There is close contact with the trade and 

| Government Departments. The successful candidates will 
- have formal training in economics. Some knowledge of 

agriculture and/or commodity markets would be an advan- 
tage. An ability to handle and interpret statistics, and to 
write short and concise reports is required. - 


— The salary (dependent. on age, qualifications aa experi- ay 
ence) will be on a scale £8,315 to £10,917, but for a FiS 
particularly well qualified candidate consideration. would IE 
be given to appointing on a higher scale. ~ | 
Applications should be made in writing to: 


Head of Marketing and Economics: Department - 
Home-Grown Cereals i 

Hamlyn House, Due 5 

Highgate Hill, — 

< London N19 SPR E 


econometrics.” 








nure and are 
‘ee years. 





annum. 


Applications, mud releteree no, ine f 
itae, list of publica- | 
tions and the names and addresses of ||. 
three referees, to the Registrar, Univer- 


cluding curriculum vit 





sity of Sydney, NSW. 2006, Australia, 


by 15 January 1987. 


The University réserves the right nat to 
proceed with any appointment for fi- 
nancial or other reasons. «c. 

General information available trom the 
Association of Commonwealth Univer- 
sities (Appts), 36 Gordon Square, Lon- 













































ips have tell p 





$5 amay, PN 






and business simulations. 


“London SE1 
6pm). 


-Please quote ref: AAL23. 


SWITZERLAND. 
FOR FOREIGNERS 


Lake Geneva, Lake Lu jano, Gstaad Valley, 
Verhier, Villars, ete. Fine residential apart- 
ments. chálets, villas. 
terms, contidential counselling. Daily visits: 


| GLOBE PLAN S.A., Established since 1970 
- 24 Ay. Mon: Repos, CH: 1005 Lausanne, Swit- 
zenadd. Tel (21) 22 35 12. Telex: 25 185 
melis eh 





i Aiei dv ita M 
and sound investmerit with a constant. 





att Dipl 
ction Inc. (313) 885-00 after 19:00. 





obit wishes to appoint a Eon Officer to ode in ihe: area af jh pol 
alysis of development policy in developing and industrialised :Duntries;. 


Applicants: shoüld have post.graduate qualifications | in- Political Science andior Ec onomics 
or related fields, and relevant research experience, 5 


Hl Salaties a are aligned with University Researcher Scales including tandon Allawantë and the E 
appointment is likely to be made in Range 1A or. H. (max. £16, 997 pa under review), entry 
|) point. dependent upon age, qualifications and experience; —— 


. Further details from the Executive Assistant to. the Director, ODI, R 
Circle, Regent's Park, London NW1 4NS. Tel: 01-935 1644, Closing ate for app ications: 


Closing date: 5 December 1986 ` 
. An Equal Opportunities Employer 





Uniques financing | 










partment in the centre of one. of Beitr famous internat layouts, A sking 
20 alpine flora for the hiker or mountaineer or 

growth. direct from the develope mike 
dng. H. Kleiner, CH 6472 Enaleld Us Tel (048) 8 i 3. Fer information 


v ‘Cali to visit property e obligation 


-Buy your STUDIO; APARTMENT or CHALET on LAKE ‘GENEVA, MONTREUX a 
rin one MEANS prestigious DAML E in Wintéraki resorts; a 25 











and institutional EH 

















nt's College, inner 





- LECTURER SENIOR LECTURER 
-IN INDUSTRIAL ECONOMICS 
(2nd Post) 


£9,705 to £14,766/£13,725 to £16,983 


The School of Economics is looking for a well qualified econo 
 mistto teach in a variety of full-time and part-time courses in th 
. Business: Studies area. The School is seeking someone with 
-specialism in industrial/business economics. 


~The successful candidate should have recent research/industrial 
. experience and some experience of micro computer packages 






^ Application forms and further details are available from the 
Personnel Department, South Bank Polytechnic, Borough Road, 
AA. Tel: 01-928 3512 (answering service 9am to 














South Bank 


BS 


Teaching for tomorrow 
in the heart of London 








INTERNATIONAL PROPERTY 


Readers are recommended to take 
the appropriate professional advice 
before entering into any binding 

commitment. — 





HOUSE SWAP: Wash. DC. De 
twnhse, 3 bdrm/study (Capitol Hill 


ike in London (W.End, Hampstd.) Avait 
Jan 87.1 yr min; (202) 546-7179/PO - 
Box 15549, Wash DC 20003. 

























bude "Bau B a ‘Exstield- 
i + the US call Atomic 


don financing availa A 












































UE The intensive way ad in Pal im- [I 

.. mersion. This means living in one of F1 

i the: most picturesque regions of 

d France and really becoming fluent. | 
iso vacation and learning plan. 

Cultural programme in Paris, Win- 

iuter programme on the French Rivi- 

i era. State age, goal level and time 

available. 

- The French and American Study 


Center, BP 176, LISIEUX 14104 Ce. 
dex—FRANCE. Tel: 31.31.2201. 






















What sort of poop. need to. learn a a TO ORDER, JUST CLIP THIS AD and B. 
foreign bie quickly” mail it with your name and address B 

effectiv S poste? Fortin service. and x cheaur or money order. Cr, 
personn that’s who. sind ean learn Me charge it to your credit card (American 


Students: 
More than 900 students: kon 75 nations — 





a truly international community. 
























same way with the Express, VISA, Access, Diners Club) by 
Degree: : the n Service institute (FS (FSi) tor use enclosing card number, expiration date, 
Business Administration; Coapite M U.S. State Department and your signature. 

st 


stationed abroad; THE FSI BASIC C) Volume i: Programmed introduction 
GERMAN COURSE. to German. 10 Peri» (12: hr}. 647- 
The basic German Course. consists ofa text, £99.50 for $150 US). 
set of audio cassettes and accompanying DV it: Basic Course, Continued 
text books: you simply follow the written (More Advanced). 8 cassettes (87, hr). 
and recorded instructions. With the FSl's 333-page text. £89.50 (or $132 US), 
unique learning method you set your All prices are inclusive. 
Own pace — testing yourself, correcting For shipment outside Eur 
errors, and reinforcing accurate respon- please include £10 (or $15U US) 
ses. it is, we believe, the best course additional postage. 
available to teach you a comprehensive Many other courses available. 
knowledge of German. Write to us for free catalogue 
The FSI's introducto ges German 
comes in two parts. Vol. $ provides. an 
introduction to the Simpler Ag orms of the 
language and a basic vocabulary. Vol. M 







Studio Art: English Literature; British 
Studies; History of Art; Economics: 
Social Science. 




























Pre-professional electives including: 
Counselling, Public Administration, Dance, 
Drama, International Relations, 

Pre- engineering. 













Entry: 
- Late August, Early January, | Mid May 












LEARN TO SPEAK FRENCH 
BY TOTAL NATURAL IMMERSION 













| 

| 

| 

Science; Political Science: Mathematics: 
Contact: | 
| 











. with French participants tor Director of Admissions, Richmond College introduces more complex structures and 
ICI CIIM ee porn course 
Chateau LA VALOUZE Telephone: üt a0 187 io ; 


Unconditional Guarantee ~~ 
Try the course for three weeks. W you 
are not convinced its the fastest, i 
easiest, most painiess way to learn 
German, return it and we will refund 
every penny you paid, 







tel. 539144 28 1L Lefevre CIEL BP. 180 
24490 LA ROCHE CHALAIS. France 







The American International College of London 
i 






















CT,06437 
USA (203) 453 9794 







Natural Resource Economics PhD 
UNIVERSITY OF MICHIGAN 
The School of Natural Resources and the Department of Eco- 
nomics at The University of Michigan jointly offer a PhD Program | — — MEE 


in Natural Resource Economics. Students pursue a rigorous University MBA Program 
program in economic theory, quantitative methods, natural re- i 
































source economics, and the biological and technical aspects of a of Southern 
selected natural resource area. 
For an application, admission criteria, and program description California 
write to: Office of Academic Programs, Schoo! of Natural Re- Graduat : 
sources, The University of Michigan, Ann Arbor MI 48109-1115. mare AL 
The University of Michigan is an equal opgaremityiminiw a action 
institution. School of Executive 
Business 
un: Administration 
| , MANAGEMENT E 
: m PHTENNIAL : : t : : vl 
Pitt PROGRAM FOR s 
EXECUTIVES ss 
— — Administration 





An intensive program for mid-career. senior-level d 

managers with or assuming general management Emphasis 

responsibilities Global and 

1987 Spring Session 1987 Fall Session Puoi TA 

March 29 - May 1 September 13 - October 16 Business Studies . . 

Reservation requests should be sent to: E 
Director, MPE ipod: 
Graduate School of Business Begins 
University of Pittsburgh August 1987 





Pittsburgh, PA 15260 IDEA MBA Program 


Graduate School of Business Administration 
. Telephone: (412) 648-1610 Telex: 812466 University of Southern California 
T ‘ EE Los Angeles, California 90089-1421 
Phone: 213 743-2272 
Telex: 4720490 USC LSA 
Facsimile: 213 747-4176 














4 London, Paris, Mac | 






|. Professional Consul tant Br on : l im : : ES " | 
| your own field. W rite for | racer ge 









International Ünive "s it | 
Associate, Bachelor & Master degrees in o . 
BUSINESS ADMINISTRATION-HOTEL MANAG MENT, 
LAW/PUBLIC ADMINISTRATION-INTERNATIONAL RELATIONS. - 
, Computer Studies, Pre-Eng/Pre-Med, Art, French, Spanish, German, 
English, College Prep. Courses. Language of instruction-English. - 
inter campus arid US transfer. GBBA & MBA evening classes in London; Paris x Heidberg 


Schiller International University 





















ytd Cont atants Institute, - 
4| Dept Hs 2030 Clarendon Blvd, Suite 






















pet 





£ DEGREE - 











Tele D3, 51-55 Waterloo Road, London SE1 8TX Tel:(01 1928 8484. For Life, Academic & Work Experience 
ex: 8812438 SCOL G. Accredited AICS, Washington | pe. USA Degrees for people who want to be more effective and 
j | " secure in their Jobs or Professions. | 
MESES EMO TUE b. 7t. Eam a BACHELOR'S MASTER'S or DOCTORATE Degree by 
i zing your lite and work experience. College equivalent credits are 
IMPERIAL COLLEGE | given for your b. mita, company taining, dustrial courses, 
University of London 4 a „your position e ution de. No FOA EA AANA, a o credi à 
Following the continuing success of the Masters Programme in PIE Sclóngs, Our graduates are recognized for their achievements in business and 
applications are now invited for the newly launched one-year Masters Programme in: industry. We will assist you in completing your degree requirements 






without formal classes or seminars at your own pace and time: 
Send detailed résumé on work ie and academic experience fora no ` 


PACIFIC WESTERN UNIVERSITY L 


600 N Sepulveda Blvd, Los Angeles, California 90049— Dept 137—USA 





THE MANAGEMENT OF TECHNOLOGY 


This programme consists of core management subjects followed by specialisation in one of 
the streams: 







1. Energy Planning and Management 
2. Project Management 
3. Information Management 


i s r eranc rca emerat O AN S a o a aS arc 
This programme has a strong practical orientation towards management of the growing 
industries of the future. 


| BUSINESS & PERSONAL 
For prospectus and application form write to: : ; 


The Admissions Secretary, Department of Management Science | i "Ab | BUSINESS OPPORTUNITIES in th 
Imperial College of Science and Technology: pol T H E B U SI N E S S : Middle East. Agency co-ordination/Mi 


Exhibition Road, London SW7 2BX, E ! BET S ar 
E | CONNECTION iom ns 
















| tions/trade missions/market researct 
Link up with Arablinkk today. Enjoy tay 














































SEMINAR eee free income. 
> Write to The Personal Advisory Ser 
D MANAGEMENT BUY-OUT SEMINAR | homeandabroad. || vices, _Arablinkk, POB 8422, Dubai 
-pusticarioss. Monday December 8th, 1986 from 47pm | COLLINS-WILDE PLC: UAE. Tix 46880 LINK EM. 





The subjects covered by the course are: acquisitions. mergers, disposals of 

















Oc Negotiating and keeping the The speakers will be drawn fróm the principals - €&ompanies; corporate and industrial 
team together of Blackstone Franks & Co, Chartered © property funding; assistance within Are you seeking a presence or a 
© Sources of finance Accountants, and Martin Paterson Associates the USA and W Germany also L ora "rese $ 
© Approaching the financiers Limited. Both companies are specialists in available. Contact Terry Collins. in Liechtenstein/Switzerland? 
© Tax and legal implications management buy-outs. |  COLLINS-WILDE * Controlling Marketing/Establishing Networks 


OQ Leveraged buy-outs The fee is £50.00. Phone Pippa Gréany on ENTERPRISES LTD: international * industrial Offshore Activities 












O Typical c Hx nas roi cct lundina: * Consulting/Agency Services 

buio (par eas NR 01-493 6711 for more information. trade and overseas project funding; * Other Management Services on request 
(> Pension opportunities cross-border marketing. Contact ELKUCH IND-TECH CORP 

© Problems after the buy-out Venue: 40 Duke Street, London W1A 1DW. Peter Turner. 9487 Bendern/Liechtenstein 










‘HOME BRIDGING PLC: substantial 





Tol: 075 7 11 77. Telex 889119 ELKU P 











THE INTERNATIONAL m sani funds for companies and develope 
LAW INSTITUTE . requiring residential property 










| VISITORS TO LONDON 
“Self-contained studio flats. CH, HW, lifts, 
d 24h porterage: From £150 pw + room 
| | service £10. Discount for more than 4 

| weeks. Co let available for longer term. 









bridging loans. 


IDLI, a non- rnmental organisation based- in Rome, Italy, 
s EM Ads orgenisat ed a Contact Clive Burgess FIB. 


trains developing country gt a and government legal advisors: 
in the ‘Rules of the Game’ for International Contracts, Project - 
Financing and other development topics. ` 








| Secretarial and telex facilitie 
1987 PROGRAM | Endaleigh Court, Bloomsbury 
State-owned Enterprises | uu ote a 








English Language Seminar, January. NS ij 1987 
French Language Seminar, June 7-20, 1987 


Barter and Countertrade in 
French Language Seminar, February 15-28. 987 Mud 
English Language Seminar, June 7- 20, 1987  . 


Development Lawyers Course 
English Language Course, March 8-May 30, 1987 
French Language Course, September 13-December 5, 1987 
For further information, contact: 
IDLI 
Via Paolo Frisi 23 
00197 Rome, aly N 
Telex: 622381 IDLH a ee 
ee o> 872378 - 8 08 













d We are Pakistan's leadin: io nuts duel and exporter of denim 
-F jeans, jackets and beds » At present. we are looking for 
. experienced persons to represent us in United Kingdom, France 
. and West Germany for. marketing: our range of products, Attractive 
remuneration offered; Please write with ene details-to: 

















TABLISH your business in piee 


£ AFRICA LOW cos 


Experienced professional -can set up | African’ 


facturing facilities, organise sales yi Tu 
and marketing and run operations. Box i 
No 3511, The Economist Newspaper |. 


PANAMANIAN CORPORATIONS pro. | 
«ide complete confidentiality and zero | 
ax liability. We offer company forma- | 


ae s 


aF -ANCESTRY CERTIFICATE - Qe gm 
A THE PERFECT CHRISTMAS PRESENT. ef 
~ ] | Give your family a certificate só ‘that ity E a A 
ai: F genealogy can be researched by Burke's Peerage, . 1 | ben fits. C 
| | the foremost experts in the field of ancestry. |. 1 Dl cron v 
{research Send £900 (£575 ind. 3280 
| (tax free) for your certificate and a q rec 
. $0 research on your family tree can begins t ‘once, d 
. | Burke's Peerage Ltd, Department: 4 


dE ment, Nene nist dE 
-$ For er i ale about our publice 


— | | 104 New Bond Street, London. wiy mG, Engana X du 


t services on a fast, reliable and |. qe 


ompetitive basis. H. |. Darlington, 


?OB 4327, Panama 9a, Panama. Tel- 


3121 KENKA PG. Tel: 23-0834 or- 


^ B 19 (övenings 23-6779). 


sd AYING IN LONDON? 
Take a luxury service suite in St 


ames's from only £50 (+ VAT) per | 
ight, for. 2. Every comfort. Private : 


elephone. Exceptional value. Ryder 
Street Chambers, 3 Ryder Street, Duke 
Street, St James's, London SW1. Tel: : 


* Whatever youropiniotis 3 
(d get your facts right! 
| WHITAKER’S 
| ALMANACK - 
| 1987 


In your bookshop now — £13.95 


| toour investors 

| Please contact us for a copy 

| of the investors’ 1985 Finan- 

| cial Statement audited by. 

| leading international. char- 
tered accountants, 


‘We are exchange advisers, 
Our investors also made prof- 


its in 1982, 1983 and 1984 of |. 


M 41% and 43% 
pectively. 
Tox Associates Ltd. 


| 262A Fulham Road, London SW10 | | 


| Tel: 01-351 9651. Fax: 01-351 9678 


London New York Chicago || | 


pe classified advertising . rl 


Oppo : unités. 
NS 


|^ The Economist pi a Ltd. 
l . 285 8t James's Street. 
London SW1A IHG- 


Telephone: 01-839 7000 0 dde 


Telex: 24344 ECON C 


DN Maigret | Medlock 
A The Econornist Newspaper Ltd 
- 10 Rockefeller Plaza: 
New York, NY 10020. 
Telephone: 212 841 3 
Telex 148303 


“i: VOUE domicile address in the Canton 
urich: 
— Accountancy :- 
— Foundations of corporations (ag) 
— Real estate agency 
Please ask for our detailed offer 


AMC Steuerkanzte und 
tariatesel vice. 


 Suerogemeinschaft P-O. Box 2 | 
4-8704 Zurich-Herrliberg — 


Yet: 01 915 9001 | 
- iU Telefax: 01915 3147. 
Telex: 829 112 AMC CH. 


| APPOINTMENTS - 


1 Telephone: (01) 491.2734 


US IMMIGRATION : 


Obtain both US residency and excellent. | 


financial returns through US investments, 
company transfers, professional employ: 
ment, etc. ALL MATTERS HANDLED BY 
LICENSED US- ATTORNEY. Visiting | 
London (Cumberland Hotel) Dec 1-4 
Dublin (Gresham Hotel) Dac 5-7; Paris 


(Hotel Intercontinental): Dec 8-9: Nice |. 


(Plaza Hotel) Dec 11-12. 
E appointment please contact ail hotels 


Edward Gallagher, Attorney-at- Law, 
PO Box 70302, Washington DC 20088 


(USA). Tele: 301-951-9616, 


Est 1920 . 


Furniture restoration, Frencii pishing, 


Re-lining of desk 


ry, Be- 
Spoke Fornituri, A ily pote 


| P Ut further information contact: 


46 y Essex CO 
oa oy x COS SAG 
76 70058 


Specialists s e stron of fine furniture 
for Business Houses 


LAPADA Members 


The Food and E Organization o of ihe United Nations (F.A.O.) requires a: 


. PROCUREMENT SYSTEMS OFFICER 
a: Will be tesponsible for the monitoring and im provement of the computer 
| el pero e Pin md roc Bond e AC eigenen one Italy. 


y * Qu ifications: University degree in computer science, busines adinim mathematics 


- at related field of speci 


| d cea diui eisdem ax d as 
x benefits of Intemational Civil Service. © 


-Five years’ professional expesince on large ec computer ysens, apply 


techr mn, rcd — prog 


ook: - x i of TP environments | 
esirable. — 


: ore grant and other 


Please send detailed curriculum vitae not later than 24 Ux X 


vember 1986 quoting VA 
9A -— to: | 










. EXPLORATION — 
CONSULTANT - 


ts! eiiperierts covering. all - 
X seeks investors for f ff 

f Oppo Lei si while drilling ‘and Dp 

5 at historic low. Past finding cost a i 

For résumé contact: 


Web. mum m 





























wide Home Exchange, 45 Hans Place, 
London SW1X oU 





|] Canada, Australia, UK. “Switzerland été: “Job. <; 
c] prospects; business: opportunities + much. more. € 
Unique report just $39... V 
Further details from: “imvëst Publications/EC 
10 Harrowby- Court, london. WIH SFA C 
i Tet ay 2628825 Telex 266266 l 


Diners - ai Amex - ane - Visa 























Eam $40,000- 100,000 p per annum | 
- vía a business purchase and quali- | - 
fy for residence in sunny Florida. | 
| Secure a future for your family. 
-4 Minimum cash investment 

.$75,000-100,000. Alternatively a 
$10,000 business investment will 
return. a guaranteed 18% dividend. 
Complete re-settlement and immi- 
gration service, 

‘Detailed brochures: British Ameri- 
can Consultants inc, 10th Floor, 
Suite 1001, 1555 Palm Beach 
Lakes Bivd, West Palm Beach, 
Florida 33401 USA. Tel: (305) 
689-8998. Telex 466 740. 


| DON' T BUY an air ticket until you have 
contacted us (specially USA/Canada). 

Sage Tvi, 01-444 8554/7202. Telex 
. 266045 


WORK ABROAD ||| UK IMMIGRATION 

Newsletter listing openings $5. 1987 Di- "GERI HOTEL - 

rectory of Hiring Agencies $7. US compa- | Specialist professional firm pro- 

nies abroad; complete list: what they. do vides complete service for clients 
requiring UK immigration. Free 


$20 per country. Total Jobsearch Catalog 
Domestic/Foreign Free : booklet on UK immigration rules 
and procedures available from: 


MR INFORMATION . 
DAVID GARRICK & CO 







— 












































A small tamily owned and run hotel close to 
Harrods. Excellent accommodation-—mainly 
in suites—from £48 per night plus VAT. 
English or Continental breakfast to order. 


For reservations, telephone 01-584 6274 
or write to: 159 Knightsbridge, London 
SW1X 7PD. 


HOTEL NUMBER EIGHT 

















PO Box 955-473, Ganges, 
BC, Canada i VOS TEO 

























ZURICH-ZURICH-ZURICH 


























































































| BAHNHOFSTRASSE 52 
l THE $ YOUR OFFICE AWAY EROM HOME a small luxu iud. in London's 
ice/ Management Services est End 
EXEC UTIVE HOTEL : oma FOR a ce ried eal d pers 
57 PONT STREET FROM SWITZERLAND ing e room p us vat 
| - | | Double or Twin £40 plus vat 
Business Services Consult Co 
n DOGAN SQUARE) Bafnhotstrasse 52. cH-8022 Zunch *sumptuous buffet breakfast 
KNIGHTSBRIDGE Tel: 01/211 92 07. Thx: 813 062 BSIC *Colour tv, radio * direct dial 
. LONDON SW1X 0BD --------2z--—. DATA ANALYSIS SOFTWARE || telephone : hairdryers * fea/cof. 
« 04. ' | : 2 ocolate in bedroom * mos 
a, 2E 01-501 2424 i CURRENCY — AA ae SES SE | | feechoconute private facies 
a edge maa MICROS & MAINFRAMES 
prosious residentia aroa | STAYING AHEAD 0937 999313 ZÈ aT 
niy a short stroll away from SPSS Telephone 7516 
Harrods, fashionable Kh hts- hex RR forecenting § EN us ee 


bridge shops, and world fam- 
ous Beauchamp Place. 


All rooms with full private facili- 


i service for dealers, investors and business 

people. It shows you how you and. your i 

| company can make a great deal of money outof | 
currency fluctuations arid movements in 

I interest rates. i 
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fps M, 









































































"a aioe TV. me vet od En week you will get an overall survey of all i 7 
phone. Hairdryers. Coffee/Tea M UT MSS 
makers. Substantial huffet | | | aeae aaa ties | A Textile Outlook f 
English breakfast. well as explicit investment advice.. " 7 | h 
Singles: £38 + Vat. | | 4 Zogno fr Sa sapie corr Room te, p | International G 
Twin/Doubles: £45 + Vat. | Street, London WIN TTD, England. l Y Essential business and market analysis for the world’s fibre textile and 7 
: am e € — n en m m m m e A apparel industries. A year’s subscription will bring you reports on: Y 
Y | |. @ profiles of the world's major textile companies — 9 consumer market research data 7 
 *analysisof MFA quota agreements locations of current and future investment 
A f * f d future: | 7 
: A The latest i issue rape) " — " 
i text 

: ^ | m DA chne als suffering rig fang "a while South Korea anu Z 

A ‘Taiwan are booming. | 
Z > Luxury fibres: prestige, small volumes and high prices insulate this f 
7 | 7 
Yj rA sector from low cost import competition. But how long can 7 
1 itlast? A 
P | A » Pol Z 
; | ypropylene fibres:how technical and market development have made% 
T. A £9,000 into 4 VY polypropylene fibres a growth industry in the USA and Western EuropeY 
£64,000 injust D yea r 1 1G Subscribe now! Your competitors i in 50 countries are already doing so! f 
a A Fully audited track Ho is GY teste: B James's Suet. London SWIATHG Registered in London No. 1775671 pee Z 
record i Minimur m aic AN ; Z Ll Please: ete an annual subscription (6issues) to Textile Outlook: International Z 
A Futu res maà naged 1 £5. 000 or sterling p Erieg itudin postage: OUK D Europe £201 0 North America US$384 p 
accou nt program me | eq Ul ivolent ^ a Penclose pa cheque for to The Economist Publicstions Limited Z 
i please send me details on your Investment Programme EC22/11 : ^ z Z 
i Address anaa M LE, T e eg due iem : 4 T Z 
: CS Cb: | 
i » .» WV. 1 — $ A UN. Z 
d Post Code ae — ' A, ve Return to to Marketing Department (ERK) 10 Rockefeller Plaz i iiu 2 
I Telephone rut m ii Y Th ubli s Limited New York, NY 100 MULUS 7 
: UY E E Y 0 IAIDW UK — USA | 3 "ENT $ 
teComputer System trading Chau Ltd. 5-9 Hatton. Wall oN ECIN BHX- Z Rey re: ISSU 2 m A Ho p in London No.7S671 Z 
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AND J OBS d-e 
en. 2.9% (both figu 
nd of yore bib its GNP rose by 2.3%. Britai 
hird quarter: output was 3.1% higher than a year e 

r te ird boolean month, to 11 5% of ibe ew 
















% change at annual rate x s » ou du. 4i 
| industrial production M DUM teta siis unemployment 96 rate: 
.3mthst 1year 3mthst 1-year 3 mihst year latest year a 
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iconsecutive month; they are now 11.396 lower than a year ago. In the same month, 


the 12-month rate of consumer-price inflation fell to 2.2% in France and 4.1% in- 


ISweden. Italian wages rose by 3.096 in the 12 months to August—a real pay cut of 


2.6%. British workers enjoyed a 4.496 rise in real earnings in the year to September. . 
"% change at annual rate 
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The prices of food and industrial raw 1980-100 = | 
| materials have continued to slide this - : 
year in real terms. The chart shows ..- 
-the UNCTAD commodity price index |. 
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PRICES AND WAGES Japanese wholesale. prices fell in October, for the 13th 
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DITY P PRICE 
Or precious 
espite recent 
tinum output is — 
y higherthis year 
ohnson Matthey 
published this guess, it sparked a wave of 
selling which has taken platinum prices 
below $500 an ounce. Platinum has fallen 


nearly 30% from its five-year peakof $673 | r 


anounceinSeptember. Goldhas followed, 


falling to $391 an ounce—nearly $50 
below its September peak. Supplies are 


still coming smoothly out of South Africa; 
there is no obvious reason for anybody to 
buy more. 


1980= 100 % change on 
Nov 11 Nov 18 one one 


All items 7743 76.1 w O08 + 36 
Food 837 81.2 *05 -— 15 
industrial | 
Al: 707. . 698 - hti. +65 
Nfaf 812 ... 797 nil 110 
Metals 632 .. 628 -21 + 32 
Sterling index 
Allitems ^. 1255 . 1243 . 4 04. +45 
Food .. 135.2 132.6 i+ 14. = 07 
industrial 
All 114.2 114.0 ~ 02 + 74 
Nfat o 1342. 1301 +09 +119 
Metals .: 402.1 102.5 ~ 12 + 41 
SDR index 
Allitems 84.5 82.6 +09 -— 68 
Food = 91.1 88.1 +19 -114 
Industrials 
All 76.9 75.8 +02 ~ 42 
Nfat. 88.3 86.5 +14 —01 
| Metals 68.8 68.1 = 07 —72 
$ per oz 4055 391.3 ~ 8.0 +20.6 
Crude oil North Sea Brent . 















(barrel 14.80. 1520 +56  -487 






































d offerings (foreign nd Eurobonds), 
note-issuance facilities (NiFs) and oth- 
er financial securities rose to a record 
x $201 billion i in the first nine months of 
i the same period of 1985. The market 
for bank-related borrowing has shrunk 
further—from $47 billion to $40 billion. 
American corporations are by far the | 
biggest issuers of international securi- 
ties; they have raised $44 billion in the 
first nine months of this year—more 
than a fifth of the total. Japan is a 
relative newcomer to the market, but it 
is catching on fast, raising $25 billion 
so far this year. 
















MONEY AND INTEREST f RATES The 12-month growth rate of both measures of 


International securities issues Jan-Sept 1986 































BB Eurobonas Foreign bonds America's money supply quickened in October: mi rose by 14.2%, and the broad 
Zane & other facilities (0) Total, $bn measure, M3, by 8.896. Short- and long-term interest rates firmed in Britain. : 
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Austria uu" I x ray Australi: Canada, Spain, Switzerland, USA, W. Germany, M3, Japan M2 CDs, UK £M3. siepe of inta 

— — ratos quoted available on request. Sources: Bank of Bilbao, Chase Manhattan, Chase Econometrics mies; Banque de Com 
Holland Ee = B® | (Belgium), Nederlandse Ci lian Credit Lyonnais, Svenska Handelsbanken, ANZ bank, Credit Suisse First Boston. T 
Source: OECD Fates are indicative only and cannot be construed as offers by these banks. 















TRADE, EXCHANGE RATES AND RESERVES Australia had a record current-account deficit of "AST 7 billion. T) 1 billion) i in 
October; its 12-month deficit was $9.7 billion—the second highest (behind America) of all the countries in the table. The dollar's 
trade-weighted value slipped by 0.3% during the week: it fell 1.2% against the D-mark, but rose 0.396 against the yen and 1.1 96. 
against sterling. Since July, the D-mark has appreciated by more than 10% against the yen. 
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The Economist Desk Diary ts 
much more than just a diary 


It also has 120 pages of carefulh 
researched and indexed information 


US$28,000 of management information E a A 
free with a US$36.00 diary. v e 


One page about ‘the Average 
Briton’ has more authoritative new 
facts about life in the UK than many 
marketing manuals have in total. It 
tells you how much he earns, how he 
spends, how and where he saves, what 
he owns 


There are 39 such pages about 
every aspect of the economic, 
political and business life of the 
UK alone. 


[here are similar sections for the 
EEC, the USA, the Middle East, 
Asia and Australia 

[here are 19 full colour maps, 
and the street plans for cities as 
far apart as Sydney, Singapore and 
Sao Paulo 


Whether you're considering anew 
export market, planning à business 
trip abroad or deciding when to make 
international phone calls, it has the 
[acts vou need. 


What is the price of joining the 
elite social roster of Economist diary 
users? 

It costs less than you might 
expect to pay for the diary alone, 
when it is hand made, bound in 
real leather and has pages of appoint- 
ments arranged to take in the week's 
schedule at a glance 

When vou pay only USS36 for The 
Economist Diary, vou also get several 
thousand pounds worth of annually 
updated management information 
included free 


Free gold blocking of your initials 
if you order before December Ist. 





Personalise vour diary with our 
compliments. We'll add high quality 
gold blocking of your initials; simpl 
complete the order form below and 
return it with your payment belore 
December Ist 1986. 





= e 2 d J : a a | wish to pay by American Express L] Visa 
DIARY ORDER FORM AND RATES Please charge my American Express/Visa account 
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Exploring new frontier 


vast telescopes are maneuvered to minute angles... 


is demanded for every single component... successfully achieved through computer design... 





n bearing development. 


If you think the human ear is a sensitive organ, 
consider an instrument that picks up radio waves 
generated thousands of millions of light years away. 

Today’s telescopes measure up to 80 metres in 
diameter. Vast dishes weighing nearly 2,000 tonnes are 
computer-manoeuvred to angle settings calculated to a 
thousandth of a degree. Absolute accuracy is required not 
just to turn them, but to turn them at speeds to match the 
rate at which the sun crosses the sky. 

Precision equipment of this standard demands 
precision hardware to match. And few components are 
more crucial than the bearing. 

For such an immense instrument, the contact 
areas between bearing rollers and rings are minute. 
And the pressure is more than nine times greater than at 
4 kilometres below sea level, the deepest a submarine has 
ever been. 

SKF has been keeping pace with high-tech develop- 
ments for years. Creating more and more advanced designs 
in line with the industry's constant evolution. Exploring 
new frontiers in anti-friction bearing technology. 


Down to the micro-world of the bearing 


Our search for new answers takes us deep into the 
micro-universe of the bearing - where micro-changes of a 
10,000th of a millimetre are now common-place. And new 
bearing designs can yield energy savings of up to 80%. 

For this, high standards of metal-working precision 
are required — and *near-absolute' accuracy has to be main- 
tained from steel purity through computerised design to 
application. 

Now, by harmonising new theory with the reality of 
new technologies we have shown how bearing life—- and 
reliability- can be prolonged nigh on indefinitely. 

75 years of close customer co-operation has given 
us the expertise to create a virtually boundless programme 
of ball, cylindrical, taper and spherical roller bearing types 
in some 25,000 variants. From miniatures weighing three 
hundredths of a gramme to giants weighing 500 million 
times more. Assuring our customers worldwide of the exact 
bearing for every application. And ultimate reliability. 

At SKF, the quest for greater and greater refine- 
ments is never-ending. SKF is probing, like the telescope, 
a universe with virtually no limits. 


SKE Theexact bearing. 


ca) eU 


SKF Industries, Inc., 1100 First Ave., King of Prussia, PA 19406-1352. Tel. (215) 265-1900 








and microscopic testing for accuracy to 1 / 10,000mm. 
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When your corporate objectives need rates, in DM or other Euro-currencies, WestLB 





a solid financial foundation, come to swap facilities — all are an everyday TheWestdeutsche Landesba 
WestLB. We can build a really con- part of our framework. 

i j iVi- H Offi Di f 
structive package to meet your indivi SO why not test the strength and Head e E onic Vanagi New YORCTS 
dual needs. Credit, bonds or a com- flexibility of WestLB, one of Representative Offices: Beijing, Melbourne 


Moscow, Rio de Janeiro, Tokyo, Toronto 


bination of both, at fixed or floating Germany's largest financial institutions. ^ Subsidiaries: Luxembourg, BFA Paris, BKA Zu 


REAGAN INSPECTED 
YOUNG DRAGONS, OLD FIRMS 
LET HOSPITALS COMPETE 
— n "EU P PE EU THE RIGHT TO SMILE 


A survey of West Germany 
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Fast forward into the capital markets for Korea 


The phenomenal success of the Lucky-Goldstar many other expanding industries. 
Group has, paradoxically, nothing to do with luck. As a result, they've become one of the largest 
From the beginning, nearly forty years ago, they've companies in the world, with their gross revenue makin 
always been among the first in their field to spot a significant contribution to Korean GNP and exports. 
lucrative growth areas. They'd never have got there without the help of i 
Today. they are developing laser-disc global bank. 
technology, semiconductors, engineering plastics and And there are many reasons why they chose Che 





They know that, wherever in the world they 
quire commercial or investment banking services, only 
ne bank has the strength, size and global network to 
eliver the best solution quickly, without bureaucracy 
id with perfect co-ordination 

Our 24-hour trading in the world's foreign 
xchanges gives all their companies the highest possible 


return on their overseas revenues. They use our investment 
banking capability in corporate finance, floating rate notes, 
and interest rate swaps — 2 recent swaps alone were to the 
tune of USS19 million 

Its a great partnership. And the moral of the story is 
a bit like the particles ina laser beam 

Stick together and you'll go a long way 
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“| felt like a welcomed guest 
visiting friends.” 


is is an authentic passenger statemer 





Lufthansa 






je 39. Ui llliverise 
'é president, page 16. Israeli 
connection, page 26. Contra 

confusion, page 31... 


Competing hospitals - 


Britain needs them, 
pages 67-70. > 
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Sad steel 
Rusty old year for European 
T. steel, page 74. Kick in the 
teeth for French shareholders, 
same page. Schools Brief on 
aluminium, page 84. 




















Not all like him 
The Great Row apart, there still 
has to be a policy for coaxing 
iran back to norrnality after. 
Khomeini, page 15. Tehran 
tangle, page 29. Lessons from 
1979, page 101. 


jAy! 
America needn't stamp on 
Spanish, page 49. 


Titans' tussle 

On takeover bids, page 19. 
Between GM and its biggest 
shareholder and critic, page 
73. For German banks and 
insurers, page 88. Inside 
Merrill Lynch in Europe, same 
page. As chips hit check-outs, 
page 90. 


Yanks come home. 
Multinationals immigrate, page - 
83. America sells its own loans; 
page 90. A Council on =” 
Competitiveness, page 45. 


Other Europe 

The rich dwarf who does 

. Without burnf, page 60. Help!, 
] says France to America, page 
| 58.How 1890s France. 
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Little dragons' exchange rates, 
page 17, Family first in 
Chinese firms, page 18. 


Opera classes 
Could pay more to Covent 
Garden and save the state's 
subsidy, page 20. Record 
“prices for impressionist 
paintings, page 106. 
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| West Germany's new 
contentment. A survey after 
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| Bet 15th). So p was sur- 
that your suggestions for 
:directing those policies neglect- 
environmental reforms. 

\ new American programme 
to remove from production 
ome 18m hectares of highly 
erodible. -cropland—10% of the 
and in crops—by 1990. And 
ongress has eliminated tax in- 
entives and subsidies for farmers 
ho bring more such land or 
etlands into cultivation. 

Why not insert some large en- 
vironmental sticks and carrots in 
€ EEC’s common agricultural 
licy? Why not expand the “en- 
ironmentally sensitive areas” 
nd pay farmers to reduce cereals 
roduction. on marginal land? 
(hy not tax excessive use of 
fertiliser or pesticides in environ- 

mentally sensitive areas? 

Farmers would benefit from 
< continued support and, ultimate- 
dy, from reduced production. 
Consumers and taxpayers would 
not have to pay for both overpro- 
duction and environmental dam- 
age. Environmental measures 
ought to be a central part of any 
new international framework for 
agricultural and trade policy, 
whether that framework is as- 
sembled under GATT or during 
| the emergency economic summit 
you propose. 

Washington, 





KENNETH COOK 


CSIR— There are probably various 
solid reasons which explain why 
practically all developed coun- 
tries have, for the past half centu- 
ry, set up complex and often 
nfused agricultural policies. 

Your estimate of $50 billion as 
the cost of direct aid to farmers 
ems rather high. For the EEC 
Ten (excluding Spain and Portu- 
gal), a big chunk of the rich world 
“in terms of numbers of farmers 
and output, recent estimates I 
made amount to about 11 billion 
“ecu. This should roughly cover 
‘losses of receipts suffered by 
ain, oilseeds, dairy and red 
it producers as they become 
bjected to prices close to those 
i s world maen instead. or 


















| kind of breach ot promise com- 
 pensation could fairly be scaled 
—Agriculi down over, say, ten years, so the. 
EC and dio United. uera do, hs 


above figure is a maximum. 








on farm prices is the highly in- 
elastic demand facing producers 
of most basic farm commodities. 
As volume of output fluctuates, 
this results in strongly gyrating 
farm prices and, since fixed costs 
are very high in modern agricul- 
ture, still greater variations in net 
incomes. A situation considered 
unfair in our stabilised societies. 
The best answer seems to be a 
safety net to prevent excessive 
price declines. This would be ob- 
tained by this wonderful British 
invention: deficiency payments, 
rather than intervention pur- 
chases. The difficulty is to retain 
the safety net nature of these 
payments and not let them be- 
come permanent price bonuses. 
Lastly, for perennial crops in 
structural oversupply, like vine- 
yards or olive groves, a solid case 
can be built in favour of uproot- 
ing subsidies. This, however, 
raises . complex environmental 
and regional development prob- 
lems (like employment effects). 


Paris Dennis BERGMANN 





Lioyd’s of London 


SIR—I protest at the biased and 
slanted views expressed in your 
article on Lloyd's of London (No- 
vember 22nd). I have worked 
with Lloyd’s since 1935, as a 
broker, members’ agent and di- 
rector of a managing agency com- 
pany and have been a member 
since 1951. 

You stress the risks arid lack of 
protection for a tiny proportion 


of names, perhaps 1% or 2%, 
without setting out the great. 


benefits for the majority of 98%. 


E rtant is the great 
ven more importan ds : great Euro jean i telecoms - 







value of the Lloyd's n ttc 
nation's economy, providing, as 
it does, about £1.8 billion annual- 
ly of invisible exports. It also 
gives employment to about 


20,000 men and women. 


The large number of new 
names coming forward, in spite. 
of adverse publicity, and the. 
large increases of their premium . 
limits requested by many existing € 


names belie the allegations mad 













by you. -New names and their 
sare not as stupid : as you - 
ddition, the. Associa» 





. “additio 
.., One of the main reasons which 
justifies government intervention 


Oakland, 





costs of the sy rins of Lloyd's Or comm 





reduce the profits of names to a 
level which is inadequate to satis- 
fy them or attract new ones. 

Your “knocking” tone must be 


of assistance to Lloyd's competi- - 


tors in America, West Germany, 
Switzerland and France. It will 


also be used by politically hostile - 


members of Parliament who are 


cially when it is successful. 


Woodbridge, 
Suffolk. 


When life begins | 


SIR—We pro-lifers say that just as 
a horse foetus is a young horse, a 
human foetus is a young human 
and falis under the sixth com- 
mandment. But your leader (No- 
vember 15th) brings out a new 
criterion: the brain. Just as brain 
death ends life as a human and 
the plug can be pulled, so the 
killing of a pre-brain embryo is 
not murder. Probably none of us 
either side of the abortion contro- 
versy saw this until you brought it 
out. Secular humanists can recog- 
nise this, too, and the long war 
can be brought to an end by 
agreed just legislation. The legis- 
lature should allow experimenta- 
tion up to a day less than eight 
weeks if eight weeks is the earli- 
est possible time of the very be- 
ginning of the brain. It should 
also allow later abortions if two 
physicians other than the abor- 
tionist declare before the opera- 
tion that without it the mother's 


R. GRIEVE 





life would be in danger. Now can - 


| THE INTERNATIONAL 


there be peace? 







SIR—"The high-wire act over 
CGCT" (November 8th) reports 
that France's intent to sell CGCT 
has created a tantalising opening 
into the French market for pub- 
lic-sector — telecommunications 





equipment. But when the French . 






ince, CGCT, reached the. vink 





f and accountancy .t 
. costs of managing agents will not 


ROBERT POWELL 


. Te 01-483 6711. 






















e equipment costs ‘about 
: less in the United States 
than. comparable equipment -in 



































"Europe, where governments fre- 
“quently insulate their domestic 


manufacturers from 


price 


- competition, 
against private enterprise, espe- 


My sending letters to the Re- 
gional Bell Companies and GTE 
to inquire about their Siemens 
purchases is not, as. your article 
implies, a temperamental out- 
burst. Rather, it signals that my 
commitment to open markets can . 
and will be subordinated if Unit- 
ed States telecommunications 
manufacturers do not receive a 
fair shake abroad. 


i MARK FOWLER 
Washington, Chairman, Federal 
DC | Communications Commission 
‘Se DRA EEA Ie ARR RUE HD DH CRUS CERT LAW pU MB 


Bigger Basle 


SIR—As the Swiss are sticklers 
for precision, let us get the facts 
straight. In terms of population, 
Basle (November 8th) is the sec- 
ond biggest city in Switzerland, 
after Zurich and before Geneva. 
Bern is only fourth. 


Fribourg, 
Switzerland 
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] ^ the banks face the threat of 

| overcapacity in a global marketplace, this 
report looks at the prospects for survival 
of those who fail to make the superfirm 
league. Alternative niche ‘Strategies are 
available, but whose corporate cultures 
are dein flexible or ions 
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Reference No. 73-UKG-07-03. 


These positions are located at the Bank's headquarters in Washington, D.C 


* A working knowledge of French or Spanish is d 


main 
, quoting reference no. to: The World Bank, Recruitment, Personnel Manage- 


ment Department, 1818 H Street, N.W., W 


um vi 


applicants from those member countries which are currently underrepresented at the Bank. The World Bank offers 


a competitive salary and benefits package including 
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(gp) UNITED NATIONS 
Zay DEVELOPMENT ea (MM 


THE UNITED 


NATIONS 
DEVELOPMENT 


PROGRAMME 


seeks candidates for tbe position 


DIRECTOR, DIVISION 
FOR WOMEN IN 
DEVELOPMENT 


at its Headquarters in New York 


Responsibilities 
The Programme Director will assist in 


formulating and ensuring the 
implementation of a policy directed at 
enhancing the role of women throughout 


UNDP's Administration, Programmes, 
and Projects. 


Specific Functions 
€ Acts.as the focal point in UNDP T 
dealing with Women in Development; 
e Promotes the role of women as ` 
participants or beneficiaries in UNDP's 


projects; 
e Develops a close working relationship 


with the UNDP organizational units at 
Headquarters and throughout its global 
network of field offices in identifying and 


enhancing the role of women; 
e Participates in senior management 
meetings; 

* Liaises closely with other United Nations. .. 


Organizations and Agencies, as well as 
bilateral programmes dealing with women’s 


affairs: 
€ Assists in improving the data-base on 
matters relevant to the participation of women 


in development: 

€ Prepares training programmes for UNDP 
staff, and staff of Governments so requesting, 
with the purpose of improving the participation 
of women in the development process. d 


Qualifications and Experience 
€ A post-graduate academic background, in the — 


social sciences; 

€ At least 12 years increasingly responsible 
professional experience in development. 
Co-operation, including women- in-development - 


issues, and residential field experience; . 
e Fluency in English and French or Spanish; 


æ initiative and sound judgement; dedication to the me 


principles of the United Nations and the. ks of 


-UNDP and demonstrated ability to work 
harmoniously and effectively with. persons. of. 


different national backgrounds. | 


| Submissions of Applications 
— Candidates should submit a detailed resu 
 Jater than 19 December 1986. to the | 


"One United Nations Plaza, New York 'N Y Yo 
10017. An vegual opportunity emp 





An international financial ‘institution head uartered in 
QUA. ranslator to, 


" Washington, DC, seeks a high 
re and revise translations o specialised documents 


pre 
End « economic/financial/legal publications from Spanish, 

French and Portuguese into English. In addition, the 

individual will be required to translate Spanish, English 


and Portuguese material into French. 


This is an excellent career opportunity for a conscientious, 
creative individual with at least five years of full-time 
experience translating the above-mentioned language. 
combinations, preferably in similar organisations. The 
selected candidate must have native proficiency in English. 
and excellent capabilities in French and Spanish. Skills in 
Portuguese are also desirable. A university degree or - 
-equivalent academic accreditation is required, and well- 
rounded cultural background is imperative. 
. The net starting salary for this position is US$34,000 and 
- we offer an excellent benefits package, including reloca- 
tion costs. Interested applicants must respond. before 
‘December 15, 1986, with a cover-letter and. resumé 
. indicating nationality and salary history. Applications 


should be sent to: 
Recruitment Section—TR1 
Washington, DC 20577. 


INTERNATIONAL COUNCIL FOR 
RESEARCH IN AGROFORESTRY 


(ICRA 


The international Council for Research in Agroforestry (ICRAF) invites anp lications tor the 


"HEAD OF INFORMATION DIVISION 


at the Council's Headquarters in Nairobi. This is a new appointment made necessary by the 


expanding activities of ICRAF. 
Reporti ng to the Director, the duties of the Incuimibert will be: 
~~ developing guidelines. and. policies for ICRAF's library, documentation. 
publication and public relations activities, and overseeing their implementation: 
=- supervising and assisting the Divisional staff with the preparation of research 
. fepars, reviews, annotated bibliographies, annual reports, Newsletters, 


v brochures and other institute publications: 
- establishing and maintaining active links with appropriate target audiences ona 


E , DRM basis, including dissemination of publications and providing access 
to ICRAF's information resources; — 
— < assisting national institutes to develop their capacity. to. produce And use 


.. agroforestry information: . 
— as Head ofone of the Council $ four Divisions, serving as a a member Of ICRAF's 


7 2:1 Executive Committee; — ^ 
idates for je position. should be x ratis 


















Agricultural De elop ment | 


| Consultants with not less than five years experience 

- required for both short and long term assignments in 

Africa and Asiain the following specialities and related 
disciplines: Page Ae : 





Sloan School of 
. Management 


Massachusetts Institute of $ 
... Technology 
The Massachusetts Institute of Technology invites nominations 


and applications for the position of Dean of the Alfred P. Sloan 
School of Management. 


The Dean of the Sloan School is responsible for the Schools 
academic programs, for faculty appointments, for the general 
Setting of priorities in the School, and for significant participation 
in alumni and corporate relations, 


In addition, the Dean ís a member of the Academic Council, the 
Senior policy making group of the MIT administration and, in this 
capacity, participates fully in the governance of the university. 


letter of application, accompanied by curriculum vitae and the 
names of current references, should be sent to: Professor — 
Daniel M. Holland, Chair, Dean Search Committee, Mosso .. 
chusetts Insitute of Technology, 77 Massachusetts Avenue, - 
Room 4-237, Cambridge, MA 02139. | 
MIT is on equal 
opportunity/ 
affirmative 


action employer. 











































“Write with full curriculum vitae to 28 Old Church Street, 
London SW3 5BY. au NOME 











Agricultural Development 




























lawyers and accountants, which offer commerce and/or public 
the opportunity of hands on administration. 

& participation in policy making. — The unit will report to the 

} Four challenging new positions Ministers of Justice and Finance and 
AA are now available as a result of the its work will be monitored by a 

"E New Zealand Government steering committee. 3 

* establishing a Regulatory Reform te B 

Unit — — — | | . Salaries will be negotiable with 

.. The unit will form part of the new contract appointments an option. 
Economical Development — j PAM Guetta, Bie, 4 cepacahitin sea 
Commission. It will initiate and co- Applications, including details of - 
| ordinate the reform of economic qualifications and work experience, 





| ‘regulations, ——— “should be addressed to the | 
etd ae ea ne. — itsprime responsibility will be co- — "Chairman of the Ecanomic °° 
| A Sew Zealand, the South Pacific ordinating the regulatory reform - Develoni tent Commission, e 
mation known foritsexquisite — process. It will also initiate . AhThe Treasa: ORe. 
Scenery and leisure pursuits, is ^ — regulatory reform in areas where - Pr 
currently in the midst of a period of ^. gress is being made. THE Bag 
. There are positions becoming. fications in economics and/or — and: 



































































































CEAS CONSULTANTS - principali 


| EEC. Clients include commercial as well as national. and: 

' international public bodies. ER ai aA 
PRODUCE STUDIES’ OVERSEAS DIVISION undertakes- 
marketing, export development, project feasibility - and. 
marketing research studies, principally in and for developing . 
countries. | 


For ali three appointments common qualities are sought: - 
























responsibility. 
* An ability to communicate well, personally and in writing 
* Ability to secure projects and maintain client relations 
* Language skills (especially French, German or Spanish) 
would also be an asset 
For the two CEAS appointments, a sound understanding of EEC 
agriculture, agricultural policy and agribusiness is desirable. 
The PSL vacancy requires marketing experience in agriculture : 
and agribusiness in the Third World, and involves substantial . 
overseas travel 
All posts offer competitive salaries and attractive fringe benefits. 
Applications, with CV's should be sent as appropriate to: 






Nick Young, Director Stephen Jones, Director 
CEAS Consultants (Wye) Ltd Overseas Division 
Centre for European Produce Studies Ltd 
Agricultural Studies - Northcroft House 1986 
Wye College (Univ. of London) West Street THE QUEEN'S AWARO 
Ashford, Kent TN25 5AH Newbury, Berks RGIS THD — roREXPORT ACHIEVEMENT 





DIRECTOR 


The Board of Trustees invites applications for the 
osition of Director of the Institute to replace Dr David 
ayes who has had to return to the United Kingdom. . 


The Institute was founded in 1958 as. a non-profit 
making incorporated society, with the objectives of 
carrying out and promoting research. It is funded from 
contract work and grants. Independent of government, 
it maintains close links with universities, the. 
commuity and government agencies. The Institute pro- 
duces a quarterly short-term forecast for the New 
Zealand economy, an annual medium term forecast, 
and a quarterly survey of business opinion. In addition 























the Institute is the 


economics. With 14 economists, j 
New 


| largest economic research organisation in 
- Zealand. 

The initial app CN envisaged is five years with the 
-possibility of a further term. The salary and the rest of 
the remuneration package will be competitive and 
commensurate with the unusual combination of aca- 


^ demic and commercial skills required by this post. 
vitae and 





Applicants are invited to send a curriculum 

the names of three referees to: 
he Secretary Dt 

NZ Institute of Economic Research 

Private Bag, Wellington l d 

|. . . NEW ZEALAND M 

They are requested to ask their referee 

references directly to the Secretary. Commi 

should be marked ' ‘Confidential’. Furth 

 isavailable from the Secretary or the Ac 

_ Applications close on 5 January 1987. 





agricultural policy and its implications, particularly within the | 


* Substantial practical project experience including full project 2 
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the business | 


it undertakes research on industry and: managerial | 



























Statistical Institute for Asia and the Pacific (SIAP) Tokyo, Japan. 
Applications invited for the above post, which will fall vacant on 1 
January 1988, from persons with high academic qualifications in 
statistics and/or applied economics, and with considerable expe- 
rience in statistical development and organisation. of training, 
research and advisory activities in government statistical. ser- 
vices. Duties involve implementation of project activities and the 
administration of the Institute, including the work of the facuity 
members. The Project Manager/Director will work through an 
Advisory Council set up by ESCAP which is the executing agency 
for SIAP project. | 
Two-year appointment initially with possible extension. The 

position carries a net base salary per annum from US$40,042 
(without dependants) and US$43,461 (with dependants) to 
US$45,282 (without dependants) and US$49,286 (with depen- 
dants). Post adjustment on initial salary step. is US$53,117 
(without dependants) and US$57,651 (with dependants) per 
annum and is subject to change without notice. : 
Applications should be sent by 31 December 1986 to Chief, 
Personnel Section, Division of Administration, ESCAP, Unit- 
s Mert Building, Rajdamnern Avenue, Bangkok 10200, 


International Fund for Agricultural Development 


IFAD (United Nations) located in Rome (Italy) seeks candidates to 
j fill the post of 


— Project Controller 


| Incumbent will report to Director, Asia Division, Project Manage- 
ment Department and will be responsible for processing of 
development projects at all stages of the project cycle including: 
T identification and preparation of projects; 
—. participation in project appraisal and arrangements with co- 
- operating institutions and/or co-financiers; | 





90.00 to US$46,340.00 with 
8.00 without de- 














hitial contract is for two 
























Today Cae are ethe bestn new sca property nvestment available i in Central 
London. | (USC 
; Bessborough Gardens a are being built to Thomas Cubitt: s aiad classical Regency 
ub designs. They'll combine architectural beauty with the latest in luxury living and security. 
. Video entry phones, cable TV, luxury fitted kitchens and bathrooms, wall to wall 
carpets, uniformed porterage and security controlled underground car parking. 
All set in beautiful landscaped gardens in SW1. | v 
Since the first sales in November 1985 all but 30 of the 153 apartments and penthouses 
have been sold. | 


This is your final opportunity to invest in one of these exclusive apartments. 
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PRICES RANGE FROM £130,000-£415,000 — 


“CHESTERTONS 


l 2 Cale St., Chelsea, Londbn : SW3. Tel: 01-589 5211. Telex: | 8955820 
Or t phone thec on-site e Sales Office, 01-630 67 o. 
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Swiss Bank Corporation and export financing. 





If you’re not interested in for 
just turn the page. 





ha i fi ec "icu = rs iR VINE Ty 


And while you're turning, somebody 
out there is making plans to grab the 
customers your company needs. 
Maybe it's already happening. A lot 

of companies make the news by learning 
about the international marketplace 

the hard way. 

Are we trying to tell you there's an easy 
way? Not really. Except that the easiest 
way is probably to work the hardest. 
But if you are taking foreign sales 
seriously, the transaction skills we've 
developed over the years could make 
life easier for you. 

Remember, these are the markets 

we grew up in. And our business keeps 
growing. 


Swiss Bank Corporation 
schweizerischer Bankverein 
société de Banque Suisse 


The key Swiss bank 


General Management in CH-4002 Basie, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. 
North America: Atlanta, Calgary, Chicago, Dallas, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bah rain, Cairo, Tehran. Africa: 


Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 
Lintas Zürich SBV 2186/A /1 
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The worst thing about the mess the Reagan administra- 
tion has made over Iran may not be the damage it does 
to Ronald Reagan, bad though that is, but the damage 
it does to the need to talk calmly about Iran. Ayatollah 
Khomeini’s country is not a North Korea, an Albania, 
even a Libya—a little place more or less containable by 
its neighbours and by its'own follies. Iran is too big for 
that, too awkwardly placed on the world’s map, too 
explosive in its example of revolutionary religion. It is 

also engaged in a war which, sooner or later, could end 
in catastrophe for the West's friends in the region. That 
is why the West needs to be thinking coolly about an 
Iran policy: coolly, but also rather urgently. - 

Those who believe that Iran is best shoved to the 
back of the shelf until the dust settles ought to think 
how the Iran-Iraq war is likely to end. Not in an Iraqi 
victory. The Iraqi air force has scored a tactical success 
this year against Iran's oil income, and its army can win 
some more delaying battles on the ground; but these are 
Fabian victories, which merely hold things off. It is 
deeply improbable that the Iraqis, with only a third of 
Iran's manpower, can do what would be needed (break- 
ing the Iranian army, occupying a chunk of Iran) to end 
the war on their terms. A prolonged stalemate is 
therefore most people's despairingly callous hope. But 
no stalemate can go on for ever; at some stage, soldiers 
run, planners give up, even a tough like President 

Saddam Hussein can be overthrown. |. 
In the end the odds are on some sort of Iranian 
victory. A huge amount depends on whether that 
| victory involves the disintegration. of Iraq—plus what 
that could. do to the Arabian peninsula, Jordan and 





Egypt—or whether the mullahs settle for something 


less: not unconditional surrender but, say, Saddam 
Hussein's departure and then the peace of exhaustion. 
. Even if the war ends the better way, Iran will still be a 
country the West has to cope with. It has nearly as many 
-people as the whole Arab world east of Egypt. It sits on 
the edge of the world's biggest cluster of oilfields. Its 
strange brand of reactionary revolution, Persian and 
_ Shia though it is, produces echoes in the Sunni Muslim 
. majority of the Arab world. The West ought to be doing 
much as it legitimately can (a) to encourage a less- 
in-apocalyptic ending of the Gulf war and (b), in 
ssinger's words at a similar moment in Ameri- 
gs with China, to tell Tehran that “perma- 











































revolution before they responded to an outstretched 





nent hostility" need not be the “iron law" of Iran's 
relations with the West. : 

To say that is what westerners ought to be doing is. 
not to say they can yet be sure of an Iranian response. 
The Chinese communists were 20 years into their 


American fingertip, and they had just been badly 
shaken by a border fight with Russia and by the Red- 
Guard evidence that something had gone dottily wrong. 
with old Mao's revolutionary logic. The men of Tehran 
and Qom are only eight years into their revolution. 
Nevertheless, there are reasons for hoping that some of 
Ayatollah Khomeini’s people are near the moment. 
when passion starts to be tempered with realism. : 


The answering squeeze will come Em 
The Iranian regime has let a large middle class go on. 
running a surprisingly free if war-straitened sort of. 
capitalism. Most visitors to Iran say that, in this respect, 
things are much better than they had expected. What- 
ever causes the mullahs may have for detesting th 
West, basic economics is not one of them. For the mass. 
of non-middle-class Iranians, however, the revolution 
so far offers the consolations of God but not th« 
consolations of a better material life down here or 
earth: which in the late twentieth century, even in Iran 
is what most people probably expect a revolution to 
provide, eight years after its first excitement is over. — 

This may be making thoughtful members of th 
Iranian government contemplate a negotiated end to 
the Gulf war. It is certainly why the same people hav 
already bent Iran's anti-Satan principles to the extent 
negotiating new trade deals with the Soviet Union. B 
an Iran that is gradually getting more practical in 
view of the world will not want to become too dep 
dent on Russia. Like any middle-sized country wi 
superpower for a neighbour, it will want links to o 
powers, farther away, which can be a counterweigh 
the looming mass just over that 1,500-mile border. Th 
is partly what China was seeking in its 1969-72 bargai 
ing with America. It is what gives the West a chance 
Iran. "o & | i 

Sooner or later—and maybe sooner in Iran’s « 
than in France’s revolution in 1789, Russia’s in 1917 ar 
China's in 1949—-those who set out to change the 


settle for living wit western finger stretched o 











































































ld the finger be o! inly 
to buy hostages with guns. That encourage 
wrong sort of people. The American apy 
ina 17 years ago shows the right way to do 
bargo is quietly modified; a naval patrol f 
sk-for a couple of weeks; and each small gesture 
ained, to the people at whom it is directed, by a 
ed intermediary from a neutral country. — — 
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‘he tragedy is that the answering Iranian squeeze 
y already have been attempted, just before the 
umsiness of the American approach destroyed the 
hole venture. The even greater tragedy would be to 


policy towards Iran except gazing open-jawed at it and 
hoping the worst will not happen. The attempt to pull 


Ronald Reagan has taken an essential step to save the 
last two years of his presidency. He has realised that 
Americans want the truth about Iragua—-and realised, 
too, that one way or another they will get it. By 
agreeing to co-operate with Congress in its inquiries, 
and to the appointment of an independent counsel, he 


Seekers have to rely instead on the letter of the law; the 
revelations will take longer and be much messier. The 
law, in such matters, is weak: and rightly so. 

.. The American constitution puts few restrictions on 
presidents, beyond the fact that they share the running 


crimes get a president impeached, but there is no 
chastening device written into law for a chief executive 
who is sloppy, ignorant or cavalier about the rules. 


The checks and balances of outrageous fortune _ 

Most chief executives court a rap on the knuckles. Most 
are lucky enough to escape one. Over the centuries of 
distrustful power-sharing between the three branches of 
American government, presidents have tried many 
ways to hide their treasured projects from Congress. 
onroe never asked Congress to clear his Doctrine; Mr 











renada. Since the outcomes were apparently good for 


onclude that America and Europe should now have no. 


Don't shoot the sheriff 


Some ways of rebuking presidents work. Some don’t — 


has moved with the spirit of the moment. If the truth- 


of the land with Congress and the courts. Outright. 


cagan never got a by-your-leave for the invasion of- 


ie nation, Congress scarcely cared. It cares now: less - 
















the international order. P2 ac 
non like the mullahs’ Iran—a potent mixture of the 


. Protestant religious upheaval of the sixteenth century 


and the Americans’ anti-colonial revolt against Britain. 
in the eighteenth—is an unpredictable thing. But the. 
effort to tame the unpredictable has to go on. Paralysis 
is no policy for coping with Iran. 











operation to Iran broke the clear intent of the Intelli- 
gence Oversight Act: that Mr Reagan should have let at 
least eight members of Congress know, at a fairly early 
stage, what he was up to. 

In return, Congress promised to keep any secret that 
the president divulged. Perhaps it would have leaked 
the news—it is a colander of a place—but the conven- 
tion did at least rest on the premise that presidents, in 
their foreign policy, often need secrecy in order to make 
progress. It will be damaging if Congress forgets that 
now and introduces rules which are more awkward for 
the making of foreign policy and more inviting for 
presidents to tiptoe round. If 18 co-sponsors of covert 
activities replaced eight, how many Irans would be 
reported then? If Senate confirmation of the national 





































| may be wh 
be relied on to turn and rend 





Undervalued exchange rates can do as much harm as 


overvalued ones 


Of all the ways for poor countries to become less poor, 
one stands out: make sure exchange rates reflect 
internal-versus-international costs, so that exporters 
are not squeezed while the president's. brother-in-law 
makes a fortune importing shoes and ships and sealing 
‘wax at what, in local currency, are dirt-cheap prices. 
The countries that were quickest to learn that rule were 
Asia's "Little Dragons", Taiwan, South Korea, Singa- 
pore and Hongkong. Some of them have now gone too 
far the other way, and are keeping their exchange rates 
artificially low. The United States is crying foul, and 
one little dragon would do well to listen. 

Since February 1985, the yen and the D-mark have 
risen by 60-70% against the dollar. But the Hongkong 
dollar has been pegged since 1983; and Taiwan and 
South Korea both have "managed floating"— with the 
emphasis on managed. Since February 1985, the New 
Taiwan dollar has risen by only 9% against the dollar; 
the Korean won has fallen by 295. As all three countries 
have fashionably low inflation, their exporters have 
been able to muscle into markets where the 60%- 
appreciating Japanese have been squeezed out. 


A problem of plenty | : 

some dragons are fierier than others. The hottest is 
Taiwan, heading this year for a current-account surplus 
of $14 billion. This is equivalent to 2096 of its GNP— 
dwarfing Japan's modest 4% surplus. What bothers 
Americans is that all this, and more, is accounted for by 
Taiwan’s bilateral surplus with America. Tight ex- 
change controls and restrictions on overseas investment 
` mean- the bulk of Taiwan’s current-account surpluses 
gather dust in the central bank's coffers. Its foreign- 
_ exchange reserves are expected to top $44 billion by the 
end of this year—the second biggest in the world. 

. Taiwan regards its burgeoning reserves as proof of 
economic machismo. It could get the same thrill, and 
much more economic benefit, from letting its exchange 
fate rise. A stronger currency will not be welcomed by 
- the island’s powerful industry lobby, but it would allow 


the Taiwanese people to enjoy more of the fruits of 







their labours—with more American beef, French wine, 
English sweaters and Japanese motor cars. — — — 
Besides, the price 
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. Korea want to keep Washington sweet, they woulc 


‘signals that will guide Taiwan's well advised to open their markets, too. 














advisers. In this way, each 
ould assure itself that its own constitutioi 
o act had not been damaged, and that 
> lost by coming clean to th 
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next miracle—the move from low-cost manufacturing 
to a diversified high-tech economy of industry and 
services—will come largely. from abroad, through the 
exchange rate. If Taiwan muffles those signals by 
controlling imports, foreign-exchange outflows and its 
capital markets, it should not be surprised if its under 
valued exchange rate starts to ossify its economi 
structure as surely as overvalued rates have done in 
many African countries. Worse, unless the. Taiwan 
dollar rises, America could become more protectionist 
Since Americans buy half of Taiwan's exports—equiva 
lent to a quarter of its GNP—exporters would find tha 
vastly more painful. . E 
second in the firing line is South Korea. In America: 
eyes, the fact that South Korea's visible (merchandise 
trade surplus with America has widened to $5.6 billio: 
in the first ten months of this year—two-thirds bigge 
than in the same period of 1985—is evidence enough 
that the won is undervalued. However, it is misleadin, 
to look only at the bilateral balance: much of South 
Korea's surplus with America is offset by its deficit with | 
Japan, on which it still depends heavily for parts and. 
machinery. Last year, South Korea had an overall trade 
deficit; this year, it will have its first-ever surplus. Also 
it is the developing world's third biggest debtor, owini 
foreign creditors close on $50 billion. The country d 
not need a current-account surplus, but it does ne 
visible surpluses to service its debt. — PR: 
The evidence against the third country in the dock 
Hongkong, is flimsier still. Hongkong's trade surplu: 
with the United States has risen little during the p: 
three years. Its total trade was only just in surplus 
1985, and the drop in exports to China this year loo 
like pushing it back into deficit. If the Hongkong 
were allowed to float, it might sink. As 1997 | 
local confidence remains fragile and the net outflos 
capital continues. Renewed political jitters could sei 
the currency plunging. b. a l | 
To American protectionists, Hongkong's one r 
deeming feature is that its markets are wide ope 
imports—unlike Taiwan's and South Korea's, ` 
nd high tariff walls. If Taiwan and ! 














































‘of I Airicans especially those whom Britain 
dleast want'to encourage just now. His main point 
was that, if Labour wins the next election, Britain will 
give up all its nuclear weapons and put more money into 
conventional forces. Many American politicians and 
jldiers have been saying for a long time that Britain's 
uclear forces aren't worth much. To them, American 
iterests would be better served by a few more British 
igates and fighter aircraft, and a few more battalions 
West Germany, than by a British nuclear submarine 


And another lot of Americans will have seen some 
nse in the Labour leader's second point: that his party 
lans to turn all American nuclear weapons out of 
ritain. The pro-arms-control group in the United 
tates has long argued that America has too many 
uclear weapons in Europe. 

Mr Kinnock did not make much of his earlier 
statement that a Labour Britain would refuse to be 
vered by the American nuclear guarantee. A third set 
f Americans would not mind if he did. There are still 
any isolationists in the United States who warm to the 
sound of West Europeans saying they no longer need 
American protection. 





The disasters would be British 
wkwardly, Mr Kinnock cannot give up nuclear weap- 
ns without changing Britain's position in NATO and in 


mifications of his policy are therefore of greater 
Iterest to his own body politic than to the Americans. 
Could a non-nuclear Britain be as safe as a nuclear one? 
_ Nobody in the Labour party has made a convincing 
case that it would be. Nuclear weapons do: seem to 





9ttering about the Atlantic with 16 missiles in its tubes. - 


e world, enormously and probably irrevocably. The 


sarily do so; “Hitler had far f fewer tai s than E 

ance, Britain and Poland in 1939. Labour's conven-- 
tional-force improvements would be a gnat on Mr 
Gorbachev's nose, even if the Labour party stuck by its 
1984 promise to devote all the money it saved from the 
nuclear forces to improving the conventional ones. 
More recently the Labour party has said merely that it 


. would spend a bit more on conventional forces than is 


being spent on them now. Its long-term goal is to cut 
total defence spending. 

Labour's proposals would. anyway reduce NATO's 
conventional strength at a stroke, and hamper progress 
towards arms control. At the least, the Americans’ F-111 
aircraft, all of which have conventional as well as 
nuclear tasks, would be pulled out of Britain if they 
were deprived of nuclear weapons. Probably the entire 
Third Air Force would go. No other European NATO 
country has the space for it, so nearly 300 aircraft and 
30,000 men—a large conventional force—would proba- 
bly be withdrawn to the United States. The other allies 
would rightly blame Britain for this. 

Removal of cruise missiles from Britain would dis- 
continue, at least temporarily, the negotiations to 
reduce medium-range missiles in Europe, while the - 
Russians waited to see how many more gifts they might 
receive. Some of the other countries that have accepted 
American missiles—West Germany, Holland, Italy and 
Belgium—might get rid of theirs. If they all did, the 
West's bargaining power would disappear: the Russians 
could keep aiming as many SS-20s as they liked at 
Western Europe. At best, Mr Kinnock's policy would 
severely. weaken the American contribution to the 
defence of Europe. At worst, it could unravel the entire 
alliance. This may be a risk some Americans would be 
willing to take. Why should British voters? 





All in the family 







ill have to treat their shareholders better 


me those gwailo foreign countries where enterprise 
hts a debilitating battle with apathy. Asian busit 

ien with transient residences in Hongkong, : 
nd Kuala Lumpur rise from rags to rich 
hole nations with. their risk-taking and vis 
E iem. a the icem 'S: hotels, office block 3, 









o become latterday Rockefellers, China’s overseas. dynasties 


outh-East Asia breeds entrepreneurs with a fertility to 
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insider-trading, share-ramping; kaiia banking and 
corruption be tolerated as the price 1 for such progress? 
Or are- todays s allegations: of a $600m 


























eir families. Overseas Chinese are barre 
e mainland of their ancestors 
acial antipathy, as in Indonesia, a 





; : : keep the business in the family . — 


. What the Lees should learn from the Rockefellers 
. The business history of Europe and America is replete 
=- with similar famous families—the Rothschilds, Agnel- 
lis, Rockefellers; Fords. The difference is that those 


families, while still important, no longer dominate their 


industries. Some no longer control the companies that 
bear their names. The pre-eminence of the family firm 
was a phase which ended with the need to raise outside 
. capital through the joint-stock company. To grow as a 
business meant to surrender some ownership and 
therefore control to outside shareholders, — 
It is that sequence which the business dynasties of 


Takeover traumas 





Britain's not-quite laws need strengthening to cope 


. With corporate raiders 


When streaking was in vogue, politicians and judges 
had suddenly to make sure that the law itself was not as 
naked as the streakers. This year, with megabids 
dominating stockmarkets on both sides of the Atlantic, 
it is the turn of takeover rules to be under scrutiny. 
They do not look reassuring. - tiat | 
British scrutineers are looking at the Takeover Panel, 
which was set up in 1968 by firms in the City of London 
as a self-regulatory body to protect the interests of 
shareholders. It was armed with a takeover code that 
.. looks like law but actually. isn't. Until recently, the 
System worked well enough, because City gents and 
companies tacitly agreed to accept its decisions. That 
tacit agreement is breaking down. T] 1e Takeover Panel 
. has just had to defend one of its rulings in a British court 
-.. of law for the first time. 
~The court. ca 
newcomer in the. 

















mination, as in Malaysia. No wonder they want to. 



























or- deferential British in line. But / 
st, ing hard (like Pru-Bache) to buil 


entrepreneurs. A better solution would be to give the 
future a helpful prod by using quite simple goads of 
financial regulation—namely, the kind of accounting, 
management and disclosure standards which would pas 
muster in London or New York. That way, a body of 
informed shareholders could be built up; and popular 
resentment against the Chinese counterparts of the 
original Rockefellers could begin to abate, without too 
many more Tan Koon Swans going to jail. Without such - 
reforms, there might be a burst of over-regulation that _ 
could put the brakes on what should otherwise be the 

world’s fastest growing region. - ni 


whether the Panel’s decision was reasonable (answe 
yes). And second, under what circumstances is a cot 
entitled to review decisions made by the Takeov 
Panel (answer delayed, for a few days). P uc 
. Whether or not the Panel is subject to judicial revie ; 
matters little for its own powers. The Court of Appeal 
could overturn a Panel decision only if it had been made 
on unreasonable. grounds—which is hard to prove 
anyway. What matters is that, though the Panel has 
angered other City firms before, no loser dared to 
challenge it legally. Though Pru-Bache's objection wen 
through the courts, füture challengers might simpl 
decide to ignore the Panel altogether: as a hypothe 
example, a loser could offer some shareholders 
had earlier pledged their shares to the winner a hi 
price to change sides. That practice is banned under t 
Panel’s rules. But without. statutory powers, the I 

could do nothing to stop it. - = 
Unlike the Securities and Exchange Commissio: 
(SEC), which regulates the frantic takeover market 
the United States and can prosecute offending com; 
nies, the Pa oughest penalty is to bar a compa 

from using B ancial markets. This has kept t 
e. But American banks, work 












































tild up corporate financ 


















'uodale. Earlier this year, Hill Samue 


ie of America's raiders—who have flouted 
"s tough insider trading laws—are not 
rred by the thought of a little British 





(see page 87). 










ion like this is too frail a reed for the harsh 





international. One remedy would be to put the Take- 
over Panel under a strengthened Securities and Invest- 





ng investors in the City. SIB already has responsibility 
for five City SROs (self-regulatory organisations), in- 
cluding the Stock Exchange; the Panel could either be 
‘number six or be annexed to the Stock Exchange. 

-. The legal clout of the Panel would then be clear. 
From January 1987, SIB will have statutory powers 
delegated from the secretary of state. Yet the Panel 



















o stay in the first league 


To the typical British music-lover, lashing out £25 on a 
ox of Bruce Springsteen discs, it is not easy to explain 
1y part of the tax on those records should go to 
bsidise the cost of a seat at the Royal Opera House at 
Covent Garden. Opera and ballet, as Covent Garden 
offers them, are still a pleasure reserved mainly for 
affluent Britons and foreign tourists. Yet this year, 









world-class opera, which means a dozen mega- 
s and lavish sets. Throughout the world, every 
era house in that league is subsidised, either through 


"he -Opera House is discreetly appalled. It aims to 
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ne rules trying to defend AE from Turner & - 


rid of takeovers, especially as markets become more : 


nents Board (SIB), the body responsible for safeguard- . 


Covent Garden does not need more public subsidy 


| premium. 
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: witness Mr Ivan Boesky's part in the — framew 


raiders will be tempted to pick off their target compa- 
nies in the least protected market. 
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the tax system, Covent Garden could lure more donors.. 
The English National Opera has doubled its income 
from donations in two years; its chief executive goes on- 
stage before performances to appeal for cash. Next, 
Covent Garden could cut its costs by lengthening its. 
runs. What theatre would put on "Cats", “Starlight 
Express" and “Les Misérables” within five days? Run a . 
show for a dozen consecutive nights (with alternating — 


casts) and staging costs would plummet. . e 
Both these ploys would draw moans from the ROH - 
that “world-class companies don't do that". But the 


best companies do maximise the ticket yield. So, charge 





more when Mr Placido Domingo or Dame Kiri Te | 


Kanawa are singing. Their fees are stratospheric pre- 
cisely because they know that people prefer them to’ 
mere mortals, and are ready to pay for the difference. - 
Covent Garden used to do this; please resume. Last, | 
the expense-account audience could pa re. Of the - 
best 705 seats in the house, 150 are : edat. 

















"Christmas!" 
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IHE XO COGNAC by REMY MARTIN 


Exclusively Fine Champagne Cognac 


Remy Martin XO is a superior XO cognac as it is made exclusively from grapes grown in 


Cosnac s two best regions la (irande and la Petite Chamnacne Ry official decree only such a coenae is entitled to be named 
































= This could be the biggest business challenge of your 
life. It will test the strategic thinking and management 
skill s of you and your colleagues to the limit. And beyond. 
E You will strive as never before for profit. Yet you'll 
r ceive no financial reward. Unlikely, too, that your 
ort will result in even a modest promotion. 

- And all the while you'll be competing amongst at 
ast 200 other highly-motivated groups. 

: "This i is The 1987 European Markstrat Competition, 
ow entering its third vear. 

- Backed by The Economist and INSEAD, Markstrat 
a unique computer r simulation designed to test and 
velop every aspect of business acumen. 

he simulation programs incorporate the most 
idvanced business thinking, developed by Jean-Claude 
arréché of INSEAD and Hubert Gatignon of the 
niversity of Pennsylvania. 

To participate vou need to form a team of three to 
five members and have access to a micro computer. 
HEWLETT 


DEC - ITT - OLIVETTI. 
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PACKARD - OLIVETTI. 
| want to win the 1987 Markstrat Competition. Please rush me an entry form. 
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Yet no special computing skills are required. The 
accent is on brain power, not computer power. 

The decisions you'll need to take « during the 
simulation will be taxing. As in real-life, thev'll have a 
far reaching effect on everv other aspect of your 
company 5 a a 

But it isn't as straightforw ard as it sounds. For the 
products cannot be related to anything you're likely to 
fnd in the normal market. 

So you'll be stretching your imaginative powers to 
the limit in the pursuit of profit. 

The entry cost is a modest FF5,000. Modest 
because The 1987 Markstrat Competition is sponsored 
by DEC, Hewlett Packard, ITT and Olivetti. 

The deadline for entries is January 18th 1987 Likely 
you're left with one question: what will vou get from 
p laying to win at Markstrat? 

Obviously a singular opportunity to develop vour 
skills. And glory. Pure glory. 


ees 
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south Koreans play politics 
with their boots on 


FROM OUR EAST ASIA CORRESPONDENT 


In South Korean politics a successful 
negotiation means pushing your oppo- 
nent to the brink of disaster; then, when 
he is clawing on to a handhold, you stamp 
on his fingers. That at least seems to be 
how the government and the opposition 
are conducting their argument over pro- 
posals to change South Korea’s constitu- 
tion. It is a method that has already done 
the country damage, and could do a good 
deal more before it reaches a conclusion. 

On November 29th the argument 
moved into the centre of Seoul. A force 
of 70,000 policemen faced 40,000 demon- 
strators. The argument was settled, in the 
government’s favour, with tear-gas. The 
undaunted, and probably unwise, opposi- 
tion now plans more demonstrations, this 
time in ten cities, on December 13th. The 
government is preparing the tear-gas 
canisters. 

South Korea has astonished the world 
with its industry and enterprise over the 
past 25 years: pinch yourself to remember 
that in 1960 it was a land of poor farmers. 
But the country’s political development 
has not kept pace. The issue now is how 
South Korea should be governed after 
President Chun Doo Hwan steps down in 
I5 months’ time. The ruling Democratic 
Justice party wants to change the consti- 
tution and turn the president's job, now 
all-powerful, into a ceremonial post. The 
party with a majority in parliament would 
choose a prime minister, who would have 
executive power and appoint a cabinet. 

The model for the ruling party is Japan. 
A technocratic and instinctively conserva- 
tive bureaucracy would still administer 
the economy. The Democratic Justice 
party would supervise. It would, in fact, 
like to become a South Korean version of 
Japan's Liberal Democrats, the conserva- 
tives who have held power in that country 
since the party was founded in 1955. 

This may sound reasonable—unless 
you happen to be a member of the 
opposition, which believes that the 
change would cast it permanently into the 
wilderness. The Democratic Justice party 
has more money, better organisation and 
a bigger pool of potential candidates than 
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even the biggest of the opposition groups, 
the New Korea Democratic party, can 
muster. In the 1988 election the ruling 
party would also have the advantages of 
government money and patronage, and a 
pliant press and television; and, when 
push came to shove, it could call on 
practised and efficient security services. 

The opposition wants to retain the 
present presidential system, at least for 
1988, but with direct election of the 
president by popular vote rather than 
through an electoral college. It believes it 
would win such an election; and therefore 
reckons on past experience that it will not 
be given the chance to fight one. Its 
objections to the ruling party's proposed 
changes are not wholly selfish. It takes 
the view that the have-nots who find 
themselves left behind in South Korea's 
fast-growing economy will need political 
outlets other than the Marxist ones that 
now beckon to them. 

Both the main opposition leaders, Mr 
Kim Dae Jung and Mr Kim Young Sam, 
have formally refused to compromise on 


t 
A hell of a way to run a dialogue 





their demand for a direct presidential 
election. The opposition has boycotted 
the parliamentary committee on constitu- 
tional reform, largely at the insistence of 
Mr Kim Dae Jung. Mr Kim has to call 
himself an “adviser” to the New Korea 
Democratic party because he is banned 
from open politics for his alleged part in 
an uprising in Kwangju in 1981. He is not 
a compromiser, and holds sway over the 
party's biggest parliamentary faction. 

He is keen to push on quickly towards 
the brink. He was the driving force be- 
hind the opposition rally on November 
29th, and hoped that 1m people would 
attend. In that sense it flopped. But the 
surprise was that so many did get to the 
rallying-point, a park in the middle of 
Seoul, despite the government's efforts to 
prevent them. Recalling the bloody rally 
in the port of Inchon in May, the govern- 
ment had declared the demonstration 
illegal. Among other things, buses and 
underground trains did not stop at sta- 
tions in the area and taxi drivers were told 
not to go there. More than 2,000 people, 
mostly students, were arrested. Most 
were later released. 

There are several things the govern- 
ment could do to induce the opposition at 
least to talk about constitutional reform. 
The first would be a largely symbolic 
gesture, yet perhaps the hardest for Presi- 
dent Chun to accept—to restore Mr Kim 
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ake it easier for other people to offer 


ion. Mr Kim, though no communist, is 
. the left. The members of the other 
ng of the opposition party would not 
Fout of place in parts of the Democrat- 
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South Korea is convinced that North 
| Korea is planning to attack it with “a 
| horrible water offensive". That was the 
| phrase the South Korean government 
| used this week in its latest attack on the 
‘North’s scheme to build a dam just over 
the border on the Pukhan-gang river. At 
| a suitable moment, argue the South 
Koreans, the North Koreans would open 
the dam, releasing billions of gallons of 
] water into the South, flooding its capital, 

‘Seoul, and isolating on water-lapped 
| hilltops the soldiers protecting the coun- 
try from invasion by the North. 
— Fortunately, South Korea has a plan 
to stop this catastrophe. Its pro-govern- 
ment newspapers have launched a patri- 
otic appeal for money to build a "Peace" 
dam lower down the river, which would 
hold back the northern floods. 
< The North has protested its innocence. 
It says it just wants to generate some 
hydropower and provide water for its 
rmers. The South is “pouring filth on 
our peaceful construction in order to 
bring the peninsula to the brink of war", 
i North Korean undiplomat remarked at 
ie United Nations. 

The two Koreas are not the ps coun- 






















a dàm c on gs upper Nile. Syria 
id Jordan have argued over damming 
e River Jordan. Using the waters of | 
nges has long been a cause of | 
dispute between India and Bangladesh. | 
In the Koreas the insults will no doubt. 

win both directions. along. 
that peaceful riv ver valley: E 












im's reputation às a martyr, abd ight 


emselves for the leadership of the oppo- 











Euil, peu 
mists, who are not 
for their expertise. They 
the seats, and the ruling 
two-thirds of them. The opposition in- 
stead wants a system of proportional 
representation for the national list. It is 
also worried about the security services, 
which are now largely beholden to Presi- 
dent Chun, and which. the opposition 
would want brought unger closer parlia- 




















Iran fall-out 


$ directly nore ee ine Tt ‘would ie : 





need to steel itself to the prospect that it — 
may not get its first taste of power until f 
the election after next. Mf Kim D Dae Jı ung 

last fought an election 15- years ago. He 

lost (just), and then saw the victor rewrite 
the constitution. He may prefer to press 

on in his present apocalyptic way and take 

his chances rather than wait so long. - 

It is. not impossible that government. 
and opposition will make a deal. But the 
odds are that South Korea will see more 
cliff-hanging and finger-stamping before 
the argument is settled. 





The not-so- -innocent bystanders 


The consequences of the Iran arms deal are being 
Washington. But what about the others involved? 


felt most keenly in 
fe take a look at the 


effects on Israel, Iran and the contra rebels. of Nicaragua - 


Israel has put ona bold show of injured 
innocence since the arms-for-Iran story 
broke. It insists that it made no money on 
the transaction and knew nothing about 
the diversion of money. to Nicaragua's 
contra rebels. The foreign minister, Mr 
Shimon Peres, told the Knesset on No- 
vember 26th that Israel’s only motive in 
the affair had been to help America; “a 
country that helps us”. 

This show looks like going on, but not 
without provoking some catcalls from the 
audience in Washington. Damaging dis- 
crepancies have emerged between Jerusa- 
lem’s version of events and the accounts 
trickling out of the White House. 
























The biggest concerns the contras. Israel 
has admitted shipping. weapons to Iran, 
but says it did so. at America's bidding, 
handled no money itself and gave none to 
the contras. This sounds like a flat contra- 
diction of President Reagan' s claim; in an 
interview with Time magazine, that ‘‘an- 
other country" had overcharged Iran for 
American weapons and sent the proceeds 
to the contras. Mr. Thomas Pickering, 


~ America's ambassador to Israel, conced- 


ed this week that there was a problem of 
"differing statements" but suggested that 
they might not be incompatible. 

It is hard to see how-—barring the 
unexpected appearance of a convenient 







. WERE DOWNTOOUR ASTMELE, 
RNIN ONNAND PICKUP — 
‘HOSTAGE 


4 

































Once you worried about the 
drinking water, the climate, and __ 
whether your vaccinations would be 
sufficient protection from strange. 
tropical diseases. 

Now those who are forced to 
travel abroad to follow business 
opportunities, or to take up 
employment outside the country in 
which they were born, face a grim 
new danger. Hijackings, terrorist - 
attacks, kidnappings and 
indiscriminate bombings are 
unfortunately commonplace 
headlines in the daily press. 

: Terrorists are no respecters of | 

- persons; they could cause the | 
death or mutilation of an innocent 
person who just happens to be 
inthe wrong place atthe .— 
wrong time. 

You don't even have to. . 
travel to be exposed to violence. 
. You can be caught by chance i in 
abank raid, attacked by = 
burglars, or even mugged 
while shopping. 

Most insurance companies 







Fagle Star Group 
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£ cover plans 





















: ARM. doubles the amount ` NEL. i ocius "west unen Rost diee. ane 
3 payable if the insured life dies as a aeria forward to me without obligation a personalised ay | 
result of any of the following risks: | illustration for term insurance based on the following — | 











shun these risks and demand Hijacking, insurrection, terrorist Vici | 
their exclusion from the policies they, attack, war, riot, bomb explosions, | ^*——— ae 
grant. Eagle Star's International Life civil commotion or kidnapping or p UEM | | 
ibo is not dre bi Maie ather Paysi diet nw : Pu of Pa ied 3 yan [15 years eeu A 
in fact, we offer nancial | if the insured is not ki ut. urrenicy ing (minimum sum in 
protection against these fearful risks. — suffers the loss or use of a limb oreye, | E sided digitus dd CO 000). I : 
H.A.R.M.—the Hijacking and Associated Eagle Star will paya commensurate C Japanese Yen (minimum sum insured 25,000,000 Yen) | 
Risks Module — is ideis d a benefit and continue his life c cover. | Sum insured - qo a 7 E | : 
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America may be in an uproar, but the 


other party thinks the deal was just fine. 


Mr Ali Akbar Rafsanjani, Speaker of 


Iran’s parliament, was the first official to 
reveal that Mr Robert McFarlane had 


come to call. Since the overtures had 
come from America, he said, this wasa. 


triumph for Iran. Ayatollah Khomeini 


thinks the same. On November 20th he 


congratulated the country on Washing- 
ton’s disarray, and rebuffed all queries. 
Despite the seemingly united front, 
there is public debate in Iran between so- 
called radical and conservative groups. 


Eminent people like Mr Rafsanjani and . 
Ayatollah Khomeini’s heir-apparent, 


Ayatollah Hussein Ali Montazeri, are 
not clearly aligned with either group, 
casting their lot according to the issue. 


The biggest issue is the war with Iraq... 
Nobody dares advocate a negotiated 


settlement while Mr Khomeini, now 
about 86, is still alive. Some reckon that 


after his death the main leaders would - 


favour a settlement, maybe arranged 
through Saudi Arabia, provided it in- 
cluded the removal of Iraq's President 


Saddam Hussein. Others are resigned to... 8 


a power-struggle in which the contenders 
will strike what alliances they can, and 
accept what policies they must. 

The economy divides the groups most 
clearly. The radicals advocate state con- 
trol of industry and foreign trade and, 
above all, land redistribution. The con- 
servatives want a market economy and 
more trade with the West. The radicals 
have two-thirds of the seats in parlia- 


third country to take the blame. Saudi 
Arabia, the most unlikely co-conspirator 
yet to emerge from the tangle, will proba- 
bly not fit the bill. Reports that Mr 
Adnan Khashoggi, a Saudi billionaire and 
arms-dealer, played a big part as a mid- 
dleman have received wide currency de- 
spite his denials. But evidence for the 
involvement of the Saudi government 
remains patchy. 

Saudi Arabia's King Fahd has a healthy 
respect for Iran's ability to attack Saudi 
¿shipping in the Gulf. From time to time 
he has nudged Saudi policy in Iran's 
direction: the two countries’ policies on 
oil pricing have drawn closer together 
Since the king sacked his oil minister, 
Sheikh Ahmed Zaki Yamani, in October. 
-But it would be out of character for the 
cautious Saudi king to risk antagonising 
chis Arab neighbour Iraq (whose war 
effort he is heavily subsidising) by doing 
Anything as brazen as financing arms 
“purchases for its deadly enemy, Iran. 
When Mr Reagan said "another coun- 
-try", he almost certainly meant Israel. 
© A second discrepancy between: the 
EL nerican. and ‘Israeli: ac ace ul 'erns 








7 ment. 


-` tion; he represents the ayatollah on the. 


But legislation has to be checked 
for conformity with the Koran by the 12- 
man Council of Guardians, who often 
" throw out radical bills as un-Islamic, 
especially when it comes to land reform. 
.. Above the government with its ram- 
-shackle checks and balances rides the 
supreme figure of Ayatollah Khomeini. 
He follows opinion as well as leading it, 
sometimes speaking in riddles to judge 
the reaction. On land reform he sits on 
the farm fence; and uncertainty over 
tenure has stifled farming since 1981. 
After Mr Khomeini the most influen- 











* tial man is Mr Rafsanjani, an astute . 


„operator with a few radical leanings. As © 





Where does Rafsanjani sit? - 


motives. Mr Reagan says he approved the: 


sale of arms primarily for geopolitical 
reasons-—to encourage the emergence of 
moderates in Tehran—and only second- 
arily to free the American hostages in 
Lebanon. Israeli leaders reverse the or- 


der: Mr Peres says Israel took part to help 
its American ally achieve a "humanitar- 


ian” objective. 

The simplest explanation of these dis- 
agreements is that one of the povern- 
ments involved is lying. But the truth, in 


this affair, has so far turned out to be 


anything but simple. With Washington's 
fact-finding juggernaut at last under way, 


Israel's leaders would hardly dare to stick 


with a story they knew to be untrue. What 


is more probable is that they, like Ameri- - 


ca's leaders, do not yet understand all the 


intricacies of the conspiracy they and the . 
Americans set in motion. 
^ A main source of confusion is. that E 
there have been two arms-for-Iran poli- | 
‘cies. President Reagan does not seem to 


have adopted his until 1985; but Israel is 
widely thought to have been selling arms 


to Iran since the start of the Gulf war. It 
.may.be.true, as Mr Peres claims, that. 





. the war; he often leads Friday prayers in - 
‘Tehran—and nobody argues with the 


stature to succeed Mr Khomeini. 


. numberof. his dependants and young 


press, urged that prisoners who repent 
— be freed, and advocated putting quali- 
fied people in government jobs even if 


to been in charge of the details. The 


ament's Speaker he steers legisla- . 


Defence Council, conveying his views on — 


preacher. But he may lack the religious 


Mr Rafsanjani seems to have been 
behind the arms deal with America, and _ 
to see the advantages of an opening to 
the West. By claiming the outcome as a 
“brilliant victory" he appears to have - 
strengthened his hand; and the Revolu- 
tionary Guards may forget their anti- 
American fervour to applaud the man 
who got Iran weapons. Yet even he had 
to say that Iran would not use arms that 
had come through Israel. 

. What the deal may do for Ayatollah 
Montazeri is even less clear. In mid- 
October he seemed to be under a cloud, 
and failed to prevent the arrest of a 


relations, who opposed dealing with the 
Americans. It was from this group that 
news of the deal first leaked. 

Mr Montazeri backed an early land 
reform bill, but since seems to have 
retreated. He has commended a free 


their piety is unproven. He stays on at 
Qom, the religious centre south-west of 
Tehran, which suggests that his early 
claim not to want the leadership may 
have been sincere. He is not reckoned 
enough of a politician to hold on to 
power for long—which could leave the 
field. free for the wheeler-dealing Mr 
Rafsanjani. 

















Israel made the recent shipments to do a 
favour for a friend, but it had its owa 
motives for the earlier sales. i 

‘More confusion was caused by changes 
in the cast as the play moved forward. 
American and Israeli policies moved clos- 
er together in August last year, when the 
Americans sought Israel's help in finding. 
William Buckley, the kidnapped head of 
the CIA station in Beirut who, it is said, 
later died in captivity in Tehran. In De 
cember 1985 a central member of th 
American team, Mr Robert McFarlane 
left his job as Mr Reagan's nationa 
security adviser and was succeeded by | 
deputy, Admiral John Poindexter. — 

At about the same time, the Is 
supervision of the clandestine operati 
changed as well. Mr Amiram Nir, | 
Peres's adviser on terrorism, formed 
close relationship with the admiral a 
persuaded Israel to dispense with t 
Israeli businessmen, Mr Al Schwimm 
and Mr Yaacov Nimrodi, who had hithe 





changes, it seems, loosened the alrea 
slack government reins on the operati 
... Ahere has so far been no equivale 
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Israel of the noisy public inquiry in 
Washington. The prime minister, Mr 
Yitzhak Shamir, said on December 2nd 
that there was nothing to investigate. 
Even so, some sort of inquiry does 
seem to be going on. The defence min- 
ister, Mr Yitzhak Rabin, has started to 
“check and centralise” the documents 
relating to the affair. The Israeli cabinet 
is believed to have asked a secret three- 
man commission, headed by the chief 
of Shin Beth, the internal security ser- 
vice, to find out whether anyone on the 
‘Israeli side could have had a hand in 
the contra connection. 

If Israel, or any individual Israeli, is 
eventually implicated in the contra trans- 
action, the blow to Israel’s relations with 
America will hardly be lethal. Israel will 
still be able to contend that it was drawn 
into the affair mainly by a desire to help 
the Americans: no vital interests of its 
own are at stake in Central America. 

Most Israelis do, however, believe they 
have a vital interest in the Gulf war; and 
they see the arming of Iran as no more 
mysterious than the decision by Britain 
and America to arm Russia during the 
second world war. Iraq has fought Israel 
on the battlefield. In the 1973 war, Iraqi 
tanks reached Syria just in time to slow 
down Israel’s counter-attack towards Da- 
mascus. Since Egypt made its peace with 
Israel in 1979, Israel has fretted about the 
emergence of an Arab “eastern front” in 
which Iraq, and even Saudi Arabia, might 
reinforce Syria and Jordan. While the 
Gulf war bleeds Iraq, that worrying pros- 
pect remains unlikely. Israelis will not 
blame their leaders for trying to keep 
things that way. 





Contra-blow 


Nobody is more dismayed by the Iranian 
disclosures than Nicaragua's anti-Sandin- 
ist contra rebels. Now that it turns out the 
Reagan administration was using sleight 
of hand to give them the benefit of 
Iranian arms money when there was a law 
prohibiting it from providing them with 
military aid, the contras are wondering 
whether Congress will ever authorise an- 
other dime for them. It will take a big 
shift both in the Washington climate and 
in the contras' performance if they are to 
stand a chance of getting more help. 

The three contra leaders, Mr Adolfo 
Calero, Mr Arturo Cruz and Mr Alfonso 
Robelo, are so far not directly tarred by 
the scandal. The Swiss bank account from 
which they were paid seems to have been 
fed by profits on the Israeli sales to Iran. 
The contra leaders say they never asked 
where the money came from. It probably 
bought them arms, chartered four aircraft 
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(which air-dropped supplies to guerrillas 
inside Nicaragua) and contributed to the 
cost of an air base in El Salvador. 

The contras claim that their men are 
fighting Sandinist troops in six Nicara- 
guan provinces; Nueva Guinea, Nueva 
Segovia, Chontales, Matagalpa, Zelaya 
and Jinotega. It is low-level stuff, mainly 
hit-and-run attacks, but it keeps the San- 
dinists on a permanent state of alert and 
weakens Nicaragua's economy. 

Some proof that they are an effective 
fighting force might, the contras think, 
regain them some support in Washington. 
The contra soldiers in border camps are 
said to be trained and ready to go. Some 
Officers are being trained by the Ameri- 
cans. Arms, ammunition and anti-aircraft 
missiles paid for out of new (and legal) 
American money are due to arrive over 
the next two months. 

The contras plan to mount attacks in 
several different parts of Nicaragua, so 
that the Sandinists will have to spread 
their forces thinly. Eventually, the con- 
tras hope, ordinary Nicaraguans will 
come to regard them as winners, and turn 


India 


INTERNA 
openly against the Sandinists. The earlier 
idea of occupying some land and setting 
up a rival government within Nicaragua 
has been discarded: a fixed base would be 
too vulnerable to the Sandinists' long- 
range artillery, “Stalin organ" rocket 
launchers and MIG aircraft. 

But the expected American money will 
not arrive soon. A quirk in America’s 
budget process has stalled some $300m in 
planned aid for Central America. The 
package includes Honduras, where the 
contras are mostly based, and is partly an 
indirect payment for the contras’ pres- 
ence there. The Hondurans may turn un- 
co-operative with the contras until the 
money arrives. 

The Sandinists are well armed, and on 
past performance the contras will have a 
hard time putting up a convincing fight 
against them. But Mr Calero, the leader 
of the main contra force, is well aware 
after the events of the past fortnight that 
dramatic results in the field are needed to 
give the contras any hope of a sympathet- 
ic hearing in Congress when they come 
back for money next year. 





Bloody Sunday in Punjab 


FROM OUR INDIA CORRESPONDENT 


Punjab’s worst-ever day of terrorist vio- 
lence had predictable consequences. In 
Delhi there were riots and fierce criti- 
cisms of the Indian government from its 
own ruling party. In Punjab itself two of 
the state’s leading politicians were arrest- 
ed, and the position of the third—the 
chief minister, Mr Surjit Singh Barnala, 
the central government's main local 
ally—looks increasingly shaky. 

On November 30th, Sikh terrorists 
stopped a bus on a country road in 
Punjab, herded the passengers off and 
shot 24 of them dead. The victims were 
Hindus and unorthodox Sikhs betrayed 
by their shaven chins. Hindu rioters in 
Delhi promptly took revenge. The securi- 
ty forces were out in strength, but Sikh 
houses, shops and cars were burned. 
Parliament went into uproar, members of 
the governing Congress party joining the 
opposition to shout, “We want action." 

They got it. On December 2nd Mr 
Prakash Singh Badal, a former chief min- 
ister of Punjab, was arrested, along with 
Mr Gurbharan Singh Tohra (head of the 
committee that manages the Sikh shrines) 
and around 100 other Sikhs. Under the 
National Security and Prevention of Ter- 
rorism acts they can be held for two years 
without trial. Mr Badal and Mr Tohra 
have always opposed Mr Barnala’s state 
government and the accord it reached in 
1985 with the national government. Am- 





bition (Mr Badal wants to be chief minis- 
ter himself) and wounded pride (neither 
was consulted about the accord) explain 
their hostility. 

Mr Badal leads a faction of the Sikh 
Akali Dal party consisting of about half of 
the party’s members in the Punjab assem- 
bly. His clout comes from his wealth, his 
influence in clan politics and his reputa- 
tion for having been a decent chief minis- 
ter when he ran the state from 1977 to 
1980. For 13 years Mr Tohra ran the Sikh 
shrines committee, which employs people 


= ta 






3 č 


! 


——— 





31 


"m 
4 
































there were terrorists in the shrines, but 
was re-elected on November 30th. 
Back in power, Mr Tohra disbanded the 
"force set up by Mr Barnala to keep 
- terrorists out of the shrines. Despite Mr 
"Barnala's endeavours, terrorists or their 
.sympathisers are still running some 
shrines; and Mr Tohra's move was read as 
- approval of this. On October 31st, the 
-second anniversary of Indira Gandhi's 
murder by Sikh fanatics, a memorial 
<- service was held for one of the assassins in 
: theholiest shrine ofall, the Golden Temple 
- at Amritsar. The high court in Delhi this 
<> week confirmed the death sentences 
- passed on three other conspirators. 
Despairing Sikhs say that, by agreeing 
-cto the imprisonment of his opponents, Mr 
-Barnala has strengthened the belief that 
| there is an anti-Sikh plot between him 
and the central government. For its part, 
the government has concentrated on 
<- tightening security in Punjab. Mr Julius 
_ Ribeiro, the tough Christian installed as 
. Punjab's top policeman in March, claims 
that since then 57 terrorists have been 
-.' killed and 64 captured. But on December 
_. 3rd Punjab asked for the army's help in 
en seeping order. 
coe Sikh leaders say that good security is 
necessary but not enough. They want 
+ political measures, too, starting with ful- 
fillment of last year's accord between the 
-. national and state governments. One of 
= its central planks was that Chandigarh, 
>the joint capital of the states of Punjab 
^. and Haryana, should be transferred to 
-; Punjab's sole control in January of this 
year. This was not done, and the accord 
has therefore been held up as evidence of 
.the government's indifference to Sikh 
demands. Until that changes, the com- 
:plainers say, the terrorists will not lack 


South Africa 
Pre-Natal care 


FROM OUR SOUTH AFRICA CORRESPONDENT 



























































-The South African government's appar- 
ent rejection of a proposed power-sharing 
:xperiment in the province of Natal has 
nayed advocates of peaceful reform. 
vember 28th, delegates from lead- 
ng white, black and Asian organisations 
vho had spent eight months negotiating 
in an indaba (the Zulu word for "conven- 
on") surprised observers by reaching 
near-unanimous agreement on a multira- 
-cial constitution for Natal. Within 48 
hours, South Africa's home minister, Mr 
Stoffel Botha, had rejected the proposal 
-on the ground that it lacked proper pow- 


He. had to resign i in February, because i 


They looked even grimmer a few days later 


er-sharing mechanisms and would lead to 
black domination. If the full cabinet 
backs him, the proposal will be dead. 

The indaba did, it is true, produce an 
awkward constitution, made cumbersome 
by compromises. But to reach agreement 
of any kind across South Africa's colour 
lines is an achievement, and the constitu- 
tion's architects expected a gentler recep- 
tion. The indaba was, after all, the brain- 
child of the Zulus' Chief Mangosuthu 
Buthelezi, the only important black lead- 
er who seems tolerant of President 
Botha's policy of gradual reform. Natal is 
also the province best suited for a power- 
sharing experiment: most of its whites are 
English-speakers, who do not matter 
much to Mr Botha's Afrikaner-based Na- 
tional party. 

The indaba's job was to consider the 
possibility of merging white-ruled Natal 
province with Chief Buthelezi's fragment- 
ed tribal “homeland”, KwaZulu, which 
lies within Natal’s borders. Most of Na- 
tal’s main political and business organisa- 
tions. took part in the negotiations, al- 
though the National party sent only 
observers and the anti-apartheid United 
Democratic Front stayed away. Many 
delegates hoped that, though the experi- 
ment was a regional one, it might serve as 
a model for the rest of South Africa. 

The compromise eventually: agreed on 
concedes the principle of one-person- 
one-vote, demanded by blacks, in return 

for extensive safeguards for minorities. 

Its centrepiece is a call fora two-chamber 
regional parliament. The first chamber of 
100 members would be elected by univer- 
sal adult suffrage, with 66 members repre- 

senting constituencies and 34 drawn rom 















members of African “background”, ten 
of Afrikaner background, ten of Asian 
background, ten of English background 
and ten of a fifth category called "South 
African" for those who objected to being 
categorised by race. This chamber would 
have the right to veto legislation affecting 
language, religion and culture. A series of 
"cultural councils" would protect cultural 
rights. 

Since the prime minister would be 
appointed by the majority party, Chief 
Buthelezi, whose Inkatha movement 
dominates Natal, would almost certainly 
get the job. He would choose a cabinet of 
ten, drawn equally from his own party 
and from the smaller parties. A governor 
would be appointed by President Botha 
on the advice of the regional legislature. 

Delegates to the indaba voted by 24 
votes to two in favour of the scheme; an 
Afrikaner cultural organisation and an 
Afrikaner business association were the 
only opponents. Six delegates were ab- 
sent when the vote was taken and three— 
from an Indian political party, an Afrika- 
ner commercial association and the Dur- 
ban Chamber of Commerce—abstained. 

President Botha's distaste for the pro- 
posals may well be influenced by plans for 
a snap election, possibly next April, at 
which he will be anxious to repulse the 
Afrikaners' far-right parties. This would 
help explain why the government recently 
shelved a recommendation from one of its 
own advisory councils to allow some 
racially mixed neighbourhoods. Another 


reason may be philosophical: Mr Botha's 
- own vision of South Africa's future seems 


to have moved towards the idea that, 
while blacks might be permitted to con- 
trol their “own affairs", they ought not to 


begivena say in important matters affect- 


ing whites. 
Either way, t the e prospects for constitu- 
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tional change now look dimmer. “The 
government is squandering its last oppor- 
tunity for negotiation,” observed Mr Os- 
car Dhlomo, Inkatha’s secretary- general. 
“It is naive if it thinks there are going to 
be any other indabas. "' 


Brazil 
No reality, please 


FROM OUR BRAZIL CORRESPONDENT 





On the helter-skelter of Brazilian politics, 
President José Sarney has been popular 
(when he took over from a military re- 
gime in March last year), unpopular (be- 
cause he seemed to be doing nothing), 
very popular (after he froze prices in 
February this year) and now very unpop- 
ular (because he dared to raise some 
prices and increase taxes last month). 
Never mind that Brazil's racing economy 
needed these measures and more to keep 
it from running entirely out of control. 
The president, whose ruling Brazilian 
Democratic Movement party (PMDB) won 
a landslide victory in the elections on 
November 15th, was being howled at in 
public two weeks later. 

Public opinion in Brazil can change 
fast, but unless it changes again soon Mr 
Sarney's position looks distinctly uncom- 
fortable. On November 28th a protest 
march in the heart of Brasilia turned 
nasty when the police used clubs and tear- 
gas to drive demonstrators away from 
Congress. The “battle of Brasilia", as one 
paper called it, ended several hours later 
with 33 police cars burned, a half-dozen 
bank branches looted and the govern- 
ment looking badly bruised. The coun- 
try's two biggest union groups have called 
a 24-hour general strike for December 
12th; and, as more price increases are 
inevitably introduced in the next few 
weeks, more trouble may follow. 

None of this would pose a threat to Mr 
Sarney if he could count on those who are 
meant to be supporting him. But no 
sooner were the price increases an- 
nounced than PMDB leaders began turning 
away from him. The PMDB is still more of 
a political front than a party: united when 
it was in opposition to the military re- 
gime, it is undisciplined and endlessly 
divided now that it is in government. And 
Mr Sarney, a former ally of the army 
government who joined the party only 
months before he took office last year, is 
not its natural leader. More PMDB politi- 
cians are angling for Mr Sarney's job (and 
trying to write a new constitution to drop 
him after only a four-year term) than are 
backing his efforts to govern. 

His ability to run the country is about 
to face a sterner test. Brazil's economy is 
apparently deteriorating even faster than 
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Sarney besieged 


seemed likely just after the elections. 
Interest rates have been soaring, Novem- 
ber may have produced a trade deficit, 
and foreign-exchange reserves have prob- 
ably dipped below $4 billion. The time is 
coming for still more unpopular economic 


Rest in peace 


The United States threw the ritual hand- 
ful of earth into the grave of the SALT-2 
treaty on November 28th, when its 131st 
B-52 bomber equipped to launch cruise 
missiles took to the air. Under the com- 
plicated counting rules of the treaty, 
Russia and America were allowed 2,250 
long-range ballistic missiles and bombers 
apiece. Within this total no more that 
1,320 could have multiple, independent- 
ly targetable warheads (MIRVs); of this 
sub-total only 1,200 could be on missiles. 
A bomber carrying cruise missiles is 
counted as a MiRVed weapon. The 
Americans were precisely at the 1,320 
limit before the new bomber appeared, 
and are now at 1,321. Not a huge military 
breakthrough, but a large symbolic one. 

Although the treaty expired at the end 
of last year (and technically never began 
life, since the Americans did not ratify 
it), each side had agreed to keep on 
observing it while the other did. But 
President Reagan himself never liked the 
treaty, and most of his top advisers 
wanted him to break out of it. They 
argued that it was badly flawed (a com- 
mon complaint was that it gave the 
Russians an exclusive right to the biggest 
sort of missile); that the Russians would 
have more incentive to negotiate a better 
treaty if America refused to extend this 
one; and that the Russians themselves 
had not conformed to it. 

The last point is true, though very few 
of the newspaper stories about the new 
American action have bothered to report 
the fact. The Russians have never com- 


"adjustments". The finance minister, Mr 
Dilson Funaro, who in the heady pre- 
election days was even more popular than 
the president, has prepared for the rising 
tide of public hostility by quietly replacing 
the licence plates on his limousine that 
identified him as finance minister. 

Politicians of the PMDB, however, still 
think the winning combination of frozen 
prices and a wild consumer boom can be 
maintained—if Brazil's foreign creditors 
will foot the bill. With the IMFdue to give its 
verdict on Brazil on December 10th, and 
talks to reschedule most of the country's. 
$107-billion foreign debt likely to begin 
soon after, the ruling party has already 
started beating the nationalist drum. 

Mr Funaro and his colleagues are any- 
thing but enthused by the talk of a debt 
"moratorium", but they cannot risk 
alienating the party over which they have 
so little control. Late last month, under 
attack for the new price increases, Mr 
Funaro offered his resignation. The presi- 
dent said he would retain his finance 
minister until his own term ends. Neither 
of them can be sure that this will not come 
sooner than they so lately thought. 


plied with the treaty's central limit of 
2,250 missiles and bombers. When it was 
signed, they said they did not intend to 
cut their existing total of around 2,500 
unless the United States ratified the 
treaty. The American figure has stayed 
well below 2,250. Most international 
lawyers agree that non-ratification ex- 
cuses the Soviet surplus. But, by the 
same token, non-ratification presumably 
allows the Americans to depart from the 
terms of the treaty. 

The other Russian departure from the 
provisions of the SALT-2 treaty was the 
introduction of two new intercontinental 
ballistic missiles: the treaty allows each 
side only one. The Russians said their 
new SS-24 was the permitted weapon. But 
they yr Bap the new ss-25 as well, 
saying that it was merely a legitimate 
modification of the older ss-13. The 
Americans swear that it is impermissibly 
larger than the older missile, and that it 
breaks the technical rules in at least two 
other ways. 

Although many West Europeans and 
some Americans have criticised the Rea- 
gan administration's action, not all of 
them are as unhappy as they sound. 
Giving expired treaties a decent burial 
has some advantages. If it can be claimed 
that treaties are immortal, even after the 
time-limit set in the treaty itself, it be- 
comes much harder to insist on newer 
and better ones to put in their place. The 
side that likes the status quo will contin- 
ue to sit on it, piously declaring that it is 
entitled to do so forever. 
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Growth opportunities worldwide 


UILDING YOUR ASSETS, 





F or more than a half-century, American 
Express Bank and its subsidiaries have been 
helping international clients protect and build 
their assets in Switzerland. The experts at Amer- 
ican Express Bank (Switzerland) AG combine 
proven asset management techniques with 
traditional Swiss prudence and discretion. 


Personal attention 


As step one, our investment counselors will 
analyze your financial goals and current invest- 
ments, and advise you on the portfolio that best 
suits your needs. This may consist, for example, 
of short-term investments, equities, bonds, even 
precious metals — all carefully selected to give 
you an optimum balance of yield and security. 
Our money managers then monitor your port- 
folio on a full-time basis, alert to any economic 
developments that may affect your investments. 
At your request, we accept discretionary power 
to handle investment decisions and administrative 
details on your behalf. This is a practical, con- 
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SWISS-STYLE 


venient arrangement, particularly if you reside 
outside of Switzerland. 


Global outlook 


While our approach is Swiss, our outlook is 
global. Our network of 85 offices in 39 coun- 
tries — one of the world’s largest — gives us 
worldwide presence and access to timely infor- 
mation. 

If asset management, Swiss-style, makes 
sense to you, contact your nearest American 
Express Bank office for more information. In 
Hong Kong, telephone 5-844 06 88 ; in Singapore, 
225-6330. 


American Express Bank Ltd. is a wholly-owned 
subsidiary of American Express Company, which has 
assets of more than US$92 billion and shareholders’ 
equity in excess of USS5.7 billion. 
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ons for their Oseberg A and B platforms. 
The US$ 4.5 million contract includes high-tech systems for: 
lex/teletex communications, status monitoring and signalling of all 
lectrical services, CCTV process monitoring, platform radar, 


computerized telephony and a 140 km microwave link for voice, text 
rnunications with the mainland. 
radio, TV and video entertainment too, including 
reception via ECS-1 and ECS-2 TV satellites. 
We are also designing the systems, writing the documentation 
installing the equipment and commissioning the project. 
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Luxury cruise ships demand equal quality and reliability. 


WA SO Denmark’s Aalborg Vaerft, builders of Carnival Cruise Lines newest 


EA floating hotel, MS Holiday, chose Philips to supply over 750 multistand- 
I ard CTV sets, a colour TV studio and a FM/ TV/Video distribution 

network complete with LaserVision programme source. 

Wealso supplied sound systems for the theatres, discos and 
loungesand public-address,intercomand telephony for theentirevessel. 

Philips technology is also at work onboard Carnival Cruise 
Lines, MS Tropicale, as well as liners of Royal Caribbean Cruise Lines, 
Norwegian Caribbean Lines, Holland America Line, P&O Cruises. 
Cunard, etc. Which is comforting news if you're planning a cruise. 

From the rough environment of an offshore platform to the 
calm atmosphere ofa floating hotel you can depend upon Philips tech- 
nology for the rough and the smooth. 

Philips. The sure sign of expertise worldwide. 


PHILIPS 


Philips Corporate Marketing Communications, Eindhoven, the Netherlands. 



















GT was one -of the ~ to notice E 
. that it had successf ally sk na cen off its I 
traditional lethargy. — 

And to be « conviviced P the 
fundamental values available 

in that stock market. 


WHY IS THE T IME 
RIGHT FOR GERMAN 
INVES TME NT? 
GT believes that the long- 
term trend is still highly promis- 
ing and that Germany is now an 
essential part ofany portfolio. 
The price of units and the income 
“from them can go down as well as up. 
— ‘But, as a group, GT's policy has 
-always been to take a longer view - to aim 
for consistent, solid growth over time, 
and as far as Germany is concerned, 
the time still seems right. 

The GT Deutschland Fund 
oflers investors the opportunity to 
profit from the continuing 

strength and stability ofthe German 
stock market. | | 7 
And the sooner you take advantage 
of it, by filling in and sending the coupon 
below, the sooner you. could be watching 
your der grow. 


G sermany boasts the third larges 
economy and fourth largest stock | 
market in the world. ; 
; 'The GT Deutschland Fund i inves s 
“exclusively in German equities , 
.and can therefore offer the 
investor a unique oppor- 
tunity to tap this 
- strength. 
... Its a fund that 
has been created 
specifically to take 
. advantage of the. 
- political stability, 
financial strength 
and commitment to 
-sheer hard work which has made 
i Germany the most successful industrial , 
nation in Europe. ü 


WILL GERMANY'S STRENGTH CONTINUE? 
| Germany's economic, monetary and social 
_ climate has encouraged steady long-term 
industrial growth. As a result, German industry 
confidently continues to invest in its own future 

prosperity. 0 X 
5 With an inflation rate now below 1%, d 
.. coupled with low interest rates, the German 
economy is looking healthy. 

German manufacturing industry, - 
with its strong, stable management and © 
its excellent industrial relations icum ; 
reaping the rewards of the ever growing 
reputation of its products in the world markets. 


WHY GT! 
G [ has — years BOE investment. ee 
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Io: Miss Catriona Maclean, GT Management (Asia) i 
Limited, 28th Floor, Two Exchange Square, | 
8 Connaught Place, Central, Hong Kong. | 
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The grand inquest gets 


under way 


For the first time in a terrible month 
Republican leaders began to look almost 
cheerful. There was a respite, this week, 
from major revelations; the fact-finding 
process got under way; the new national 
security adviser is well-chosen. In a brief 
televised statement on Tuesday, just a 
week after he was obliged to add the 
Nicaraguan curlicue to the Iranian arms- 
for-hostages scandal, President Reagan 
promised his help to the fact-finders. The 
painful unravelling of detail and of culpa- 
bility is still ahead. But when Senator 
Robert Dole and Representative Robert 
Michel emerged from a talk with the 
president on Tuesday they said that they 
now felt good about his own truthful- 
ness—and his desire to get at the truth in 
others. 

That marks a change from Mr Reagan’s 
earlier caginess on television, and from an 
interview in this week’s Time in which Mr 
Reagan represented the Iranian affair as 
something got up by the press. The presi- 
dent may not be ready, as Mr Dole noted, 
_ to admit a mistake. But he has registered 
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his party’s, and the public’s, dismay at the 
shambles within his entourage. A 
CBS/New York Times opinion poll, taken 
on November 30th, showed that in a 
single month his approval rating had 
plunged by 21 points—the sharpest presi- 
dential drop ever recorded—and that a 
majority of those asked believed that the 
administration was covering up the facts 
and that the president knew more than he 
let on. The lessons of Watergate demand- 
ed, and got, a swift change in tactics. 
From January 1st Mr Reagan will have 
the benefit of sounder, stronger advice 
than he has grown accustomed to. Demo- 
crats and Republicans (though not the 
right-wing Republicans who, these days, 
are tending to keep mum) applauded the 
choice of Mr Frank Carlucci to become 
the president's fifth national security ad- 
viser. Mr Carlucci is an able, honest and 
experienced bureaucrat. Starting his ca- 
reer in the foreign service, he held senior 
posts in an assortment of government 
departments under Presidents Nixon, 
Ford, Carter and Reagan. In several of 


his jobs he was second-in-command to Mr 
Caspar Weinberger, now secretary of 
defence. He also has the backing of Mr 
George Shultz, the secretary of state, and 
Mr William Casey, the director of the 
CIA, 

His old boss at the CIA, Admiral Stans- 
field Turner, says that Mr Carlucci is 
skilled at bringing divergent views togeth- 
er: an admirable talent for a national 
security adviser. He works well with Con- 
gress. And he is independent, making up 
his own mind on issues: as ambassador to 
Portugal in the mid-1970s he opposed his 
secretary of state, Mr Henry Kissinger, 
when Mr Kissinger wanted to cut off aid 
to Portugal's Socialist government. He is 
also said to be tough enough to deal with 
a demoralised staff on the National Secu- 
rity Council—and needed enough to 
write his own terms of employment. 

Mr Reagan made good choices, too, in 
his selection of the three members of the 
review board which is to try to find out 
what has been going on inside the Nation- 
al Security Council and who has been up 
to what and why. The three bring differ- 
ent perspectives to the job. Mr John 
Tower, a former chairman of the Senate 
Armed Services Committee and ex-mem- 
ber of Mr Reagan’s arms-control team in 
Geneva, upholds presidential authority; 
Mr Brent Scowcroft was himself a model 
of a sensible and unobtrusive national 
security adviser under President Ford; Mr 
Edmund Muskie, a former senator and 
Democratic presidential contender, expe- 
rienced during his brief stint as President 
Carter's secretary of state the difficulties 
of coexisting with an assertive national 
security adviser. 

The review board is only one of a 
proliferation of investigations. The presi- 
dent and his attorney-general, Mr Edwin 
Meese, announced on Tuesday that the 
Justice Department would be turning its 
own investigations over to a special prose- 
cutor (or, as he was euphemistically re- 
named in 1982, an independent counsel) 
to be appointed by a special three-judge 
court. And not a moment too soon. Quite 
apart from the conflict of interest (Mr 
Meese was looking into the legality of 
procedures some of which he may, as Mr 
Reagan's chief legal adviser, already have 
ruled upon), the attorney-general's inves- 
tigation had been damned by profession- 
als inside the department as sloppy and 
amateurish. Its most damaging mistake 
may have been its failure to protect the 
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evidence:  Lieutenant-Colonel Oliver 


_ North, the ex-national security aide who 


is at the Leart of the trouble, is suspected 
of destroying certain documents while the 
Justice Department slept. 

The independent counsel, said Mr 


— Meese, would operate under a mandate 


broad enough to allow him to look into all 
aspects of any violation o: federal stat- 
utes. That is interesting, if true: a 'ot of 
federal statutes—ranging from the ua- 
authorised use of public funds to anti- 
terrorist laws—may indeed have been 
breached. But is the breach criminal? 
Critics point out that the six prosecu- 
tors/counsels who have been appointed 
since the law was passed in the aftermath 
of Watergate all operated, quite proper- 


— ly, under narrow legal guidelines (and, in 
_ the four completed cases, the people 
. under investigation, including Mr Meese 
— himself, were either cleared or let off). 


The procedure, it is argued, may be a 


tactic to defuse political passion by con- 


5n. LE rd LAUD L| E 


centrating on criminal violations by spe- 
cific individuals. Yet the Iranian-Nicara- 
guan business is much wider and more 
complex than any of the previous six 
cases. 

Congressional committees of inquiry 
are a necessary supplement to the judicial 
authority of the special prosecutor; un- 
burdened by the shadow of a grand jury, 
and the possibility that somebody, as the 
result of their findings, will be clapped in 
irons, they can roam wider in the search 
for wrong-doing. Mr Reagan has urged 
Congress to consolidate its probes, a 
sentiment shared by Republican leaders: 
their target is one, or at most two, select 
bipartisan committees. 

Mr Dole, who is trying to channel the 
discontent and so prevent it from doing 
irreparable damage to the party's hopes 
for 1988, is pressing Mr Reagan to recall 
the adjourned 99th Congress so that it can 
set up a committee without waiting for 
the 100th Congress to convene on Janu- 





And battles long ago 


The release to public perusal of 1.5m 
Pages of President Nixon's papers by the 
ational Archives will do something to 
stop the moans of the many academics 
who have wanted to get their hands on 
them. But only something. Mr Nixon's 
tenure of the White House generated 
40m pages of documents and 4,000 hours 
of taped conversation; it has taken 18 
quarriers in the depths of the archives 
two years to get the current batch ready 
for release. Academics may have to wait 
years for all the documents to be ready. 

So far, most of the newly-released 
papers have revealed the kind of thing 
that might be expected. Elvis Presley, 
for example, warned the president of the 
Beatles' anti-Americanism and had no 
love for hippies. Mr Spiro Agnew, Mr 
Nixon's vice-president, was not much 
admired by the president's staff, but that 
is hardly news. Mr Pat Buchanan, now 
President Reagan's director of commu- 
nications, had strong views about Martin 
Luther King, whom he called a man who 
"alienates and angers so many whites". 
But in the light of what is known about 
the attitudes of many in the White House 
in those days, even so distasteful a re- 
mark hardly surprises. 

The more interesting story about the 
new papers is how they came to be 
released. The ex-president and many of 
his aides have been involved in years of 
litigation to stop the release of papers 
from their time in government, while Mr 
Ralph Nader's Public Citizen group has 
been suing to get them out in the open. 
In 1983, 29 of Mr Nixon's staff succeeded 
in getting a court order nullifying the 
regulations governing the papers, 
though only on a technicality, and not 


40 


WASHINGTON, DC 


because their privacy had been invaded. 
When it was announced in September 
this year that the new papers were to be 
released, there was no objection. How- 
ever, Mr Frank Burke, the acting nation- 
al archivist, will announce next month 
his intention to release another 1.5m 
pages, which are thought to contain 
sensitive matters that may flesh out some 
of the background to Watergate. Staff at 
the archives would not be surprised if 
some of Mr Nixon's staff, and 1 edge 
Mr Nixon himself, object to their re- 
lease. 

What will happen then? According to 
Congress, which has approved the regu- 
lations governing the documents, the 
archivist must consider the objections of 
those who wish to stop the documents 
seeing the light of day, and then exercise 
his own discretion. That has been the 
traditional pattern. But the Justice De- 
partment, whose advice Mr Burke ap- 
peared to accept earlier this year, dis- 
agrees. According to a memorandum 
from the department's office of legal 
counsel, if an ex-president himself claims 
that the doctrine of executive privilege 
prohibits the release of certain docu- 
ments, the incumbent president should 
respect that view, even if he would not 
have invoked executive privilege himself 
and even if he thought the claim un- 
founded. 

How this remarkable doctrine will 
play may depend on an incident that 
some Democratic congressmen and sen- 
ators may have cause to regret. In the 
summer, Mr John Agresto, now the 
young deputy chairman of the National 
Endowment of the Humanities and an 
associate of Mr William Bennett, the 
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ary 6th. This plan is opposed by the 
Senate Democratic leader (and majority 
leader in the new Senate) Mr Robert 
Byrd. He explains his opposition by say- 
ing that the committee should be set up 
with due deliberation and not in an atmo- 
sphere of panic; he may also not be averse 
to seeing the Republicans sweat a while. 
Some dozen congressional committees 
are champing at the bit to have a go at the 
administration. It would be hard to get 
any other business done while all that was 
going on. And, as Mr Dole says, the 


witnesses would need roller skates to, 


testify before all the committees that want 
to hear them out; particularly if there are 
as few people involved as the White 
House still insists. 

At present only the Senate Intelligence 
Committee is hearing witnesses; the 
House intelligence and foreign affairs 
committees have scheduled sessions for 
next week. The Senate committee's ses- 
sions are closed, but it may not be getting 
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education secretary (who was once chair- 
man of the endowment) was nominated 
for the post of archivist. 

There was much rumbling that Mr 
Agresto lacked the necessary qualifica- 
tions, and some Democrats on the Sen- 
ate's governmental affairs committee op- 
posed his nomination. The committee 
did not vote on his case, and now, with a 
Democratic majority in the Senate (but 
without Senator Tom Eagleton from 
Missouri, who led the arguments against 
Mr Agresto) his chances of nomination 
must be considered slim. Yet Mr 
Agresto found it impossible to support 
the legal reasoning by which the Justice 
Department gave President Nixon carte 
blanche to block the release of his pa- 
pers. The effect of his views would 
almost certainly have been to make more 
documents available more quickly. Who 
knows if a future administration nomi- 
nee for the post will take a stand for open 
government? 
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The Americas Gup 





THE SPIRIT TO WIN 


;rusader in action 








T America’s Cup is the world’s 
most spectacular and prestigious 
T race. It is gruellingly tough, 
taking years of preparation and 
nearly six months of actual racing. 


More than anything it needs the 
spirit to win. 
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THE al HORSE CHALLENGE 


THE TEAM SPIRIT 


White Horse Scotch Whisky is 
not only the official Scotch Whisky 
to the America’s Cup. It is also the 
major sponsor of the British Chal- 
lenge, “White Crusader,” which is 
battling it out off the coast of Western 
Australia. 


Just competing means theyre 
one of the best in the world. For 
them and all the other challengers 
the fight for the cup will take a 
special blend of technology, skill, 
team-work and the spirit to win. 


Much the same qualities are re- 
quired to produce a fine Scotch 
whisky like White Horse. It owes 
its distinctiveness to the quality of 
its malt and the skills of its blender. 

Skills that go back one and a half 
centuries. That's well before the first 
America’s Cup race in 1851. 





White Horse Scotch Whisky. 
The official Scotch Whisky to the 
America’s Cup, Perth 1987 







When The Peninsula Hong Kong was developed, no expens 
was spared in providing the finest deluxe accommodatio 

© You'll find that same commitment to excellence at all Peninsu 
Group hotels. From the new Kowloon Hotel standing proudly behir 
The Peninsula, to the deluxe Manila Peninsula, the spacious Garden Hot 
in Guangzhou and the highly-acclaimed Jianguo in Beijin 

Ever since its founding American Express®, too, has been dedicated to oflerir 
travellers the best in service. For example, American Express Cardmembers can mak 
an Assured Reservation® at any Peninsula Group hotel. This means your room will } 
kept ready, even if you're de layed en route, until the following day. Cardmembers ct 
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'ommitment to the best 


also seek assistance at more than 1,400 American Express Travel Service Offices 
worldwide. At most of these offices, vou can cash a personal cheque, convert currency and 
obtain exchange rate information. 

Commitment to the best has brought success to The Peninsula Group and American 
Express. Both are dedicated to continually improving their service to travellers in Asia and 
around the world. 


The American Express Card. The Peninsula Group 


Don't leave home without it. 
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leveraged transactions. Our sales and trading 
professionals deliver expert execution in even 
the toughest markets. In short, Merrill Lynch 
: 'epresents a totally new dimension 


very far. Despite Mr Reagan’s pledge of 
co-operation, and his boast that he had 
taken an unprecedented step in getting 
ex-White House men to drop executive 
privilege and testify, Colonel North is 
said to have invoked the fifth amendment 
(the right to stay silent to avoid incrimi- 
nating himself) no fewer than 40 times. 
His ex-boss, Vice-Admiral John Poin- 
dexter, has also invoked the amendment 
and refused to answer questions. 

Senator Richard Lugar, the outgoing 
chairman of the Senate Foreign Relations 
Committee, is more outspoken than his 
colleagues in demanding a sweep of all 
the people involved. He, like many oth- 
ers, would have Mr Donald Regan, the 
chief of staff, out of the way, plus Mr 
Casey and, perhaps, Mr Shultz, the secre- 
tary of state, too. He has no time for the 
theory that the president needs some 
continuity in his staff; there is plenty of 
talent-in-waiting, says Mr Lugar, and 
mentions, among others, ex-Senators 
Howard Baker and Paul Laxalt, Mr Law- 
rence Eagleburger, a former under-secre- 
tary of state, and Mr Henry Kissinger. 

The evidence pointing at Mr Casey 
moved up a notch with the report, pub- 
fished in the Washington Post, that the 
profits from the covert sale of arms to 
Iran went into a Swiss bank account 
managed by the CIA which already held 
$250m of (legal) CIA money,together with 
$250m of Saudi money, for the rebels in 
Afghanistan; the account, it seems, was 
an all-párpose Freedom Fighter fund for 
anti-communist guerrillas in Afghanistan, 
Nicaragua and Angola. It also turns out 
that Mr Casey '*misspoke" when he said 
he had not been informed that the CIA 
had been asked to supply an aeroplane 
for one of the shipments to Iran last year. 

The latest crop of related allegations, 
while not on last week's scale, comes 
tumbling in. The report, for instance, that 
Mr Ross Perot, a Texan billionaire much 
in the news (see page 73), provided 
ransom money in an unsuccessful effort, 
managed by Colonel North, to get hos- 
tages out of Lebanon. And in New York 
lawyers are reassessing the case against 18 
international arms-dealers who were 
caught in an FBI sting operation trying to 
sell Iran $2 billion-worth of arms, of a 
similar kind to those being sent from the 
White House; the organiser of the sting 
was, at the same time, organising ship- 
ments to Iran by the administration. 

Asked what it had been like trying to 
keep a foreign policy alive during the long 
Watergate months, Mr  Eagleburger 
groaned that it had been impossible. 
Since everybody, or nearly everybody, 
would like to avoid a repetition of that 
great paralysis, there is relief that Mr 
Reagan may at last have begun, however 
tentatively, to take corrective action. 
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The economy 


Compete and 
survive 


WASHINGTON, DC 


For at least two months, a subtle change 
has been evident in the way that commen- 
tators, pressure groups and the adminis- 
tration are talking about the American 
economy. The outside world—that world 
of sluggish economies and barriers to 
American goods—is said to be less to 
blame for the economy's poor perfor- 
mance than shortcomings at home. 

Although recent figures for productivi- 
ty, the trade deficit and the Commerce 
Department's index of leading indicators 
have all shown improvements, none of 
them has been impressive. Manufacturing 
productivity continues to rise, by 2.3% 
since the summer of 1985, but reported 
productivity in the economy as a whole 
grew by only 0.2% in the third quarter of 
this year. The leading-indicators index, 
which measures the movement of 11 
sensitive economic variables, increased 
by 0.6% in October—but the Commerce 
Department promptly revised downwards 
the growth of the index in August and 
September. And although the merchan- 
dise-trade deficit in October narrowed to 
$12.06 billion, slightly below the level in 
October 1985, the deficit in manufactured 
goods rose. 

The last figure is worrying. The Com- 
merce Department, mindful of the politi- 
cal cost of more lay-offs in the rustbelt, 
has made its main priority a turnabout in 
the figures for manufacturing trade. The 
prospects are not good. A careful analysis 
by economists at Kemper Financial Ser- 
vices argues, probably rightly, that Amer- 


No new shine for the rustbelt yet 
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ica’s comparative advantage is in capital 
goods, not in things to sell in the shops. 
America's trade balance in consumer 
goods has been deteriorating for two 
decades. 

But many of America's traditional mar- 
kets for capital goods, such as Latin 
America, are in no state to buy more of 
those either. America's debt burden to 
foreigners is still soaring; Kemper thinks 
it will double to $500 billion by the end of 
1988. Interest payments on that debt will 
soar as well. Even if the deficit on mer- 
chandise trade goes down, the total defi- 
cit on current account may get worse. 

Many members of Mr Reagan's cabinet 
are now repeating, with urgency, that the 
federal budget deficit must be reduced. It 
does not look as if it is going to be. What 
else can be done? There is the glimmer of 
a chance that the Democrats in Congress, 
who have sworn to make trade their 
principal issue when they return to Wash- 
ington in January, will not be as protec- 
tionist as feared. Some are beginning to 
realise that a trade bill that had as its 
cutting edge a new set of bans on foreign 
" unfair trade practices" would not touch 
certain fast-growing parts of the overseas 
deficit —such as interest payments to for- 
eign creditors. 

The administration is now wondering 
whether it wants a trade bill at all. Until 
recently, it thought it did, so that it could 
get on with the job of negotiating a new 
round of the General Agreement on 
Tariffs and Trade. But Mr Clayton Yeut- 
ter, the president's trade representative, 
has now discovered that he may not need 
legislative authority to get to work in 
Geneva after all. If the Democrats are 
beginning to wonder what to lump into a 
trade bill, why should the administration 
make their job easier by giving them its 
own bill on which Congress could hang all 
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Ons. ceninin ed His rope i is ; that the 
ate is now more receptive. - 

Vhat might those changes be? The 
ncil’s agenda is not yet known, but it is 
kely to include at least the following: 
‘Demands for more federal money for 
basic research, which many industrialists 
think is wasting away. A group of them 
recently lobbied Mr Regan for an hour on 
the subject. 

Changes in the antitrust laws, so that 
they measure the concentration in an 
industry against its global market, not 
simply against its domestic one. 

@ Reform of product-liability laws, still 
the top priority for many small and medi- 
um-sized businesses. | 

e Changes in the complex export-control 
legislation, which prevents American 
firms from exporting many high-tech 
goods lest they fall eventually into un- 
friendly hands. 

- Thatis a tolerable list, as far as it goes. 
The danger is that some of those who are 
now jumping on to the competitiveness 
bandwagon, especially in Congress, will 
add muddling elements to it. Washington 
is now buzzing with an old proposal, 
newly dusted off by Mr Robert Strauss 
- (who was President Carter's trade repre- 
sentative); to set up a department of 
trade. Such a department, in some ver- 
-sions, would mimic the supposed virtues 
.Of Japan's Ministry of International 
Trade and Industry . Since MITI’s powers 
in Japan have been declining for 20 years, 
this would amount to picking up cast-off 
clothes. 

Mr Young hopes to nag private indus- 
try into becoming more competitive. The 
ational Association of Manufacturers 

































achüsetfs and Nebraska was popular 1 re- 


sistance to government regulation. Mon- 
ey plainly counted for. ‘nothing: the. 


freedom lobbies in both states spent a 
tiny fraction of the sums disbursed by 
seatbelt supporters. In Massachusetts 
the vote may also have been a sideways 
jab. at Governor Michael Dukakis, a 
strong supporter of seatbelts, who saw 
three of his pet referendums defeated 
(but who also, on the same day, won an 
overwhelming vote for a third term). 
The governor has since said that he will 
not attempt to reinstate the law. 
Massachusetts provides a good labora- 
tory test of the effectiveness of seatbelts. 
The law had been in force only since last 
January 1st. By June, seatbelt use had 
doubled from 19% to 37%; serious driv- 
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The federal Degactient of Transport » 
is not in favour of nationwide regulations | 
affecting the car industry. It had hoped 
that if more than two-thirds of the coun- 
try's population were covered by state 
seatbelt laws by April 1989, a rule com- 
pelling car manufacturers to install. air- 
bags or other automatic restraints would 
not have to come into force. State safety. 
experts, however, often like airbags and 
can sniff out a federal trap when they 
meet one; many have designed their 
seatbelt laws specifically to fail federal 
standards and thus to avoid puncturing 
the airbag order. California's law is actu- 
ally written to self-destruct if it seems — 
likely to take the country over the two- f. 
thirds line. So stymied, the Transport * 
Department is now proposing to extend ` 
the airbag deadline by four years. 
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licensing buses. and taxis, has been the 
centre of the scandal. It was one of the 
few departments Mr Koch did not shake 
up when he took office nine years ago. 
For a long time, transport had been the 
patronage preserve of the Brooklyn 
Democratic machine, but i in recent ner 
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The Coastal Corporation’ is. an independent. energy company with | its headquarters i in 
Houston, Texas, engaged in natural. gas systems operations; natural gas and crude oil 


exploration and production; refining, marketing a and distributing operations, zou mining; En 


and trucking operations. 


The Council of the Stock Exchange j in London: has admitted to the Official List ali of the 
issued shares of Common SIDE of par value 3e each i in The Coastal Corporation. 
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ing the awarding of franchises and con- 
tracts in other agencies. 

It was Manes’s attempted suicide last 
January, when police found him bleeding 
in a car, that touched off discovery of the 
scandal. In March, he managed finally to 
kill himself; his death, and the conviction 
of Mr Friedman, have shaken Mr Koch 
and his administration. 

Although Mr Koch started his career as 
an outspoken opponent of machine poli- 
tics, he had worked closely with the 
bosses of Brooklyn, Queens and the 
‘Bronx ever since he became mayor. He 
turned against Manes in dramatic fash- 
ion, labelling him a crook before any 
indictment (indeed, Manes killed himself 
before any charge had been brought) and 
then instituting a lawsuit claiming dam- 
ages against his estate. He has been 
somewhat more circumspect in the case of 
Mr Friedman, waiting for the verdict 
before expressing his outrage, but again 
insisting on a suit to recover money for 
the city. 

Mr Friedman, who is appealing against 
his conviction, has finally resigned his 
post as Democratic leader of the Bronx; 
git he was instrumental in arranging the 
election of his successor, defying Mr 
Koch's call for a two-week wait so that 
other candidates could be considered and 
an open election held. Meanwhile, Mr 
Koch has been faced with a separate 
scandal in the police precinct covering 
crime-ridden Bedford Stuyvesant, where 
12 policemen (a thirteenth committed 
suicide) have been indicted for a series of 
crimes ranging from drug-dealing to rape. 
Yet another sign that the mayor is no 
longer the master of events. 

Mr Koch is now demanding thorough 
financial disclosure from all municipal 
appointees. Unfortunately, that is unlike- 
ly to detect the corrupt; it is more likely to 
deter promising new candidates from the 
private sector. Recruitment of first-rate 
executives has become increasingly diffi- 
cult; some have no desire to join an 
administration that is now regarded as 
suspect. And Mr Koch may no longer 
want the kind of imaginative and inde- 
pendent department heads who served in 
his  first—and remarkably accom- 
plished—term. Most of his recent ap- 
pointments have been of trusted friends 
who appeal to him more for their honesty 
and loyalty than for their competence. 

Much depends on attracting fresh tal- 
ent. There is a long agenda of things that 
need attending to—the homeless, hous- 
ing for the poor, the plight of the city 
schools and the growing number of AIDS 
patients. But Mr Koch does not seem to 
have the people, the energy and, even 
more important, the political influence 
that he once enjoyed. There is as yet no 
rival on the political scene who is pre- 
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Friedman's crime, Koch's crisis 


pared to challenge him and, despite the 
city's problems, he is still well liked by the 
voters; but the longer the corruption mess 
lasts, the slimmer the chance that he will 
recapture his zest for running New York. 


Spanish 
jCaramba! 


California, which voted heavily for an 
English-only proposition in November, is 
not the only state to try to bar Spanish 
from the conduct of official business. 
Indiana, Illinois, Kentucky, Nebraska 
and Virginia have all done the same, and 
ten more states are thinking about it. 
There are four would-be-monolingual cit- 
ies in California and there is at least one 
officially monolingual county in Florida— 
Dade, the county that contains Miami. 
None of these places professes to be anti- 
Spanish, since there are always far too 
many Hispanics around for that, and that 
is usually the trouble. They say they are 
pro-English. But since immigrants, of 
whom the majority are Spanish-speaking, 
now account for about 40% of population 
growth, and since Hispanics are increas- 
ing their numbers at six times the rate of 
whites, it can only be Spanish that is the 
threat. 

Organising an English-only law is diffi- 
cult, as California is beginning to appreci- 
ate. Proposition 63 was originally inspired 
by anger about bilingual ballots in elec- 
tions. There is a wider movement to 
reduce or get rid of these, on the reason- 
able ground that since people have to be 
citizens to vote, and have to pass an 
English test to become citizens, they do 
not need ballots in another language. 
Both the federal government, for nation- 
al elections, and the counties, for local 
elections, have begun to reduce the num- 





required—usually, where more than 10% 
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ber of places where bilingual ballots are $ 





of the population needs them. They re- 


main obligatory under federal law in 197- 


counties, including the whole of Arizona 
and Texas, and there is nothing a local 
proposition can do to alter that. 


Supporters of Proposition 63 were also - 


bothered by bilingual education pro- 
grammes, the system under which Span- 
ish-speaking children are taught other 
subjects in their own language while re- 
ceiving instruction in English. This is 
under attack from many quarters, not 


least the federal Department of Educa- - 
tion. (For one thing, there are not enough _ 


bilingual teachers; California, like New 
York, has been driven to importing them 
from Spain.) UsEnglish, the largely-Cali- 
fornian group behind the proposition, 
hopes that bilingual instruction in Califor- 
nian schools can be accelerated so that 


pupils receive it for no more than two - 


years, thereafter being totally immersed 
in English. 

Ballots and schools may be amenable 
to some changes, and it is not too difficult 
to insist, as in Dade County, that the road 
signs and bus schedules stay in English. 


Elsewhere, arrangements can be tricky. - 


UsEnglish would ideally like all official 
documents to be in English and all official 
business to be conducted in it. Exemp- 
tions would probably have to be made for 
the police and for health services; but 
what about social services, unemploy- 
ment-benefit forms, or drivers' licences? 
Should there be court translators and 
interpreters? At present, 3,364 state jobs 
in California require proficiency in Span- 


ish; 2,600 state workers are employed to — 


help translate when filling out forms. 
Where bilingualism is established, it be- - 
comes a positive advantage to speak 


Spanish; there are more jobs, and there is 


the necessary entry to both cultures. In 


Houston, policemen are encouraged to 
learn Spanish. They could not interrogate 
suspects or even go out on the beat 
without it. 

The English-only laws that are already 
in place seem to have had little measur- 
able effect, beyond making people lose 
their tempers. Dade County tried to es- 
tablish last year that the marriage bureau 
could conduct services only in English; it 
failed. The English-only city of Fillmore, 
in California, found that its shops were 
boycotted by Hispanics for miles around. 
Los Altos, also in California, spent more 
time than it wanted refuting the idea that 
it was about to change its name to “The 


Heights"; Los Altos was staying, said the - 


mayor, as a good example of “American 
English". 

Supporters of English readily despair 
when they see what is provided for Span- 
ish-speakers: more than 200 daily or 
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Can he read the writing on the wall? 


weekly newspapers, usually with a fierce 
diet of corpses; more than 300 television 
stations, full of dark “novelas” imported 
from South America and news imported 
from Mexico; more than 200 salsa-and- 
soccer radio stations. From the English- 
backer’s point of view, there are far too 
many American advertisers (McDon- 
ald’s, Eastern, Coca-Cola, Marlboro, 
Sears, Roebuck) ready to hail Hispanics 
in their own language, and far too many 
dollars ($228m in 1984, nearer $300m last 
year) being spent by mainstream busi- 
nesses on commercials on Spanish-lan- 
guage television. 

In California, USEnglish has already 
tried to take Pacific Bell, the telephone 
company, to court for placing advertise- 
ments in Spanish in the Yellow Pages; it is 
now starting to argue that the Spanish 
version of Yellow Pages should not be 
published at all. Nothing could be more 
galling than the immense network of 
bodegas and markets (there are 6,500 
bodegas in New York alone) in which 
Spanish-speakers are able to take refuge, 
to play cards, buy tortillas, swap news of 
the barrio, and still be waited on by 
Spanish-speaking representatives from 
General Foods. 

Other statistics tell a different story. 
Within two generations, most immigrants 
are ready to move out of the barrio and 
cope effectively with English. A survey by 
the Rand Corporation last year found 
that 95% of first-generation Mexican- 
Americans born in the United States were 
proficient in English, and that more than 
half of the second generation spoke no 
Spanish at all. These Chicanos in fact 
looked down on new immigrants because 
they spoke no English. Another survey, 
carried out in New York, found that eight 
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out of ten of the (fluent-English-speak- 
ing) Hispanics regarded their Spanish 
language as the part of their culture they 
most wanted to preserve. It is still Span- 
ish, rather than English, that needs to be 
on the defensive. 


Drug tests 


Sampling error 


More than 1m federal workers in “‘sensi- 
tive" jobs may now be subject to random 
drug testing under new guidelines issued 
by the Office of Personnel Management. 
Although President Reagan promised 
that his pursuit of a “drug-free work- 
place" would not involve threats of dis- 
missal or punishment, the rules provide 
for precisely that. A first-time offender 
can be fired and a second-time offender 
must be. The only necessary evidence is 
failing a fallible test; there is no need to 
prove that drug-taking gets in the way of 
doing a job. 

Random testing of civilians has already 
begun in the FBI, the Drug Enforcement 
Administration, the Department of the 
Army and the Customs Service. All these 
programmes, as well as Mr Reagan's 
executive order, are being challenged in 
court as violations of fourth-amendment 
protections against illegal search and sei- 
zure. A Louisiana judge recently ruled 
against Customs Service testing as tanta- 
mount to “a warrantless search" and 
stopped the programme with an injunc- 
tion. A District of Columbia judge de- 
clined jurisdiction in the army-depart- 
ment case while conceding that it raised 
constitutional issues. Both cases are now 
under appeal. 


The three civil-service unions which are 
bringing suit against the administration 
plan insist that they do not oppose drug 
testing when there is probable or reason- 
able cause. What they object to is the 
sweeping, random nature of the tests (the 
definition of "sensitive" jobs includes 
half the federal workforce) combined 
with a high failure rate. The main screen- 
ing test for marijuana registers 15% false 
positive in the best of laboratory hands; it 
cannot distinguish marijuana from over- 
the-counter painkillers or heroin from 
codeine. The more expensive confirma- 
tion tests by gas chromotography are 
technically more accurate, but are still 
bedevilled by human failure in unregulat- 
ed laboratories. 

Last year, the Centres for Disease 
Control published the results of a long 
series of blind proficiency tests on 13 
commercial laboratories serving 262 
methadone-treatment centres: 91% failed 
to reach 6096 accuracy. The error rates of 
the labs ranged from 11% to 100%. 
Pharmacologists note that laboratories 
are already saturated with testing work 
and that market pressures are likely to 
reduce their accuracy still further. The 
government is expected to release techni- 
cal guidelines on methods of testing with- 
in two weeks. 

The grounds for a firing an employee 
under the new rules are confirmed illicit 
use of an illegal drug, refusal to take a 
drug test, or refusal to complete a course 
of drug counselling. Agency heads have 
complete discretion in deciding when and 
whom to test. All employees covered by 
the order are to be given 30 days' written 
notice of the testing programme, but 
individual tests are intended, by defini- 
tion, to be unannounced. Surprise tests 
are much more likely to pick up marijua- 
na smokers than users of other drugs, 
since marijuana stays in the system for up 
to four weeks; all other drugs disappear 
within three days. Thus a regular Friday- 
night coke-sniffer can avoid detection 
during office hours. 

The programme has been controversial 
from the start. Among the senior officials 
reported to have opposed large-scale ran- 
dom testing are the labour secretary, Mr 
William Brock, the education secretary, 
Mr William Bennett, and the secretary of 
health and human services, Dr Otis Bow- 
en. The leading proponent is the attor- 
ney-general, Mr Edwin Meese. Although 
testing methods have yet to be decided, 
the Office of Management and Budget 
envisages that the programme will cost 
$56m. Departments are expected to ab- 
sorb the costs without cuts in services—a 
disincentive to casting the net wide. In 
anticipation of demand, entrepreneurs in 
Texas are advertising guaranteed drug- 
free urine at $49.95 a bag. 
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If you have setting funds to invest, find out about t 
Sterlin ng Money Account managed by offshore bankers, 
Tyndall & Co (Isle of Man) Ltd. 


You earn high interest (the result of Tyndall croup s 
muscle in the money market) and enjoy the convenience 
ofa cheque book for all normal banking services, including 

instant access to your funds, and payment of large bills 
(minimum cheque £250). The account can also be used fo 
standing orders, 


Investment is in UK banks, local authorities md - 
building societies. Interest is credited four times a year, with 
the interest itself earning interest to give you an even highe 
return (currently 10. Ten Post the coupon for details. 
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To: Tyndall & Co. (Isle of Man) Ltd, Dept 

PO Box 62, Tyndall House, Kensington Rd, Dong 

| iste of Man, UK. Tel: (0624) 29201 Telex: 628733. 
Please send me details of Tyndall — | 
Accounts. Sterling O US Dollar £ 
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YKK’s “Quicklon” 


hook and loop fasteners 
make life easy - 


Fast and reliable 
YKK s "Quicklon" 
high quality hook 
and loop fasteners . 
are available in 
different widths 
and colours. 

YKK. Helping to 
improve your life with better: products. 










































Address. 


The year to 30th September 
1986 was a difficult one, yet three of 
the four divisions which constitute 
Trafalgar Houses business. produced 
improvements in operating profit. 

However the reduction in the 


. .— price of oil and gas to a level which - 
. .- produced operating losses in the | 
— - second half of the year resulted in the UN 


` and investment. 


Construction 
„and idi 


| Ship ing. ue 


-contribution from this division falling — p e 


— by £27 million compared with the. 


$a previous. year. | 
Property. and Investment, and 


E "Shipping. Aviation and Hotels pro- - (e e 


i à duced record profits. 


1986. 


Group turnover increased from 
£19. billion i in 1985 to £2:1 billion in 


We -are therefore able to an- 


 nounce preliminary results for the 
‘| year to 30th. September 1986. which 
show an. increase. in ed before 1 tax 
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The unpronounceable in 
pursuit of the unachievable? 





Even Basques are bemused by the com- 
plexities created by the regional election 
held on November 30th in the northern 
triangle of Spain they call Euskadi. The 
“winner”, with the largest number of 
seats, was the Basque section of the 
nationwide Socialist party. The clear los- 
er was another Spain-wide party, the 
right-of-centre Popular Alliance, whose 
leader, Mr Manuel Fraga, resigned on 
December 2nd (see box on next page). 
But 70% of the Basques who voted 
bought the anti-Madrid message, sold 
with varying degrees of vehemence by 
four Basque-first parties. 

Apathy was not to blame for the dis- 
comfiture of the all-Spain point of view. 
Some 71% of the region’s 1.6m voters 
turned out although, after the NATO refer- 
endum in March and the general election 
in June, this was the third poll in nine 
months. Violence during the campaign 
was of the purely verbal kind. The sepa- 
ratist guerrilla organisation ETA used 
press interviews instead of bombs to back 
its political arm, Herri Batasuna. 


The Socialists won 18 of the parlia- 
ment’s 75 seats—one fewer than in the 
previous election in 1984, but enough to 
make them the largest party (see chart on 
next page). For this they must thank the 
split that had obliged the moderate 
Basque Nationalist party (PNV), which 
formed the region’s government, to dis- 
solve parliament. The PNV's tally this time 
fell from 32 to 17. The faction which 
broke away from the party two months 
ago, and so precipitated the election, 
Eusko Alkartasuna (ironically, it means 
roughly “Basque Solidarity"), won an 
impressive 14 seats. 

Of the smaller parties, pro-ETA Herri 
Batasuna increased its strength from 11 to 
13 seats. The left-wing, anti-ETA Euska- 
diko Ezkerra went up from six to nine. 
The middle-of-the-road Social and Dem- 
ocratic Centre, led nationally by a former 
Spanish prime minister, Mr Adolfo 
Suarez, squeezed into the Basque parlia- 
ment for the first time with two seats. The 
poor old Popular Alliance slumped from 
seven to two. 








Although the Socialist party got most 
seats, the relatively restrained national- — 
ists of the PNV got most votes. It was on- 
their insistence that the statute which 
gives the region a degree of autonomy | 
provided equal representation in parlia- 
ment for each of the three Basque prov- 
inces. The PNV kept its majority in the 
biggest province, Vizcaya, where 55% of 
Basques live, but the Socialists narrowly 
defeated them in Alava and Eusko Alkar- - 
tasuna won in Guipuzcoa. 

All in all, the nationalist parties went 
up from 49 to 53 seats. They benefited — 
from the fact that the Socialist govern- 
ment in Madrid is a convenient scapegoat - 
for Euskadi's economic problems, not 
least its 25% unemployment rate—four - 
points above the already dismaying - 
(though overstated in official statistics) 
national average. The Socialists’ attacks 
on both Basque nationalism and ETA 
terrorism seem to have lost them support, - 
though they did win over some former | 
supporters of the Popular Alliance. i 

So what does the titular winner, Mr- 
José Mari Benegas, the 38-year-old lead- 
er of the Basque Socialists and number - 
three in the Spanish Socialist party, do - 
now? To form a government he needs the 
support of at least two other parties. Yet 
the two which seem most inclined to work 
with him—Eusko Alkartasuna and Eus- 
kadiko Ezkerra—both say the region 
must have a nationalist premier. E 

Eusko Alkartasuna's leader is, accord- 
ing to recent opinion polls, the most 
popular politician in Euskadi. He is Mr - 
Carlos Garaikoetxea; until 1984 he was 
the region's premier. Earlier this year he 
led his followers out of the the PNV, witha — 
view to getting back the top job. The | 
main alternative is Mr Juan Mari Bandres 
of Euskadiko Ezkerra. He likes to com- | 
pare himself to Italy's Socialist prime 
minister, Mr Bettino Craxi, who has 
shown that you don't have to belong to- 
the biggest party in a coalition govern- - 
ment to be leader. Mr Bandres is more 
popular with the Socialists than with 
nationalists outside his own party. Heisa - 
lawyer who used to defend ETA activists, 
and many nationalists mistrust his con- - 
vert’s zeal against his former friends. 

Both of the Socialists’ potential allies 
disagree with them on a number of issues. 
Mr Garaikoetxea has in the past strongly 
criticised the Socialist government in Ma- 
drid for its reluctance to transfer more 
power to Euskadi. Mr Bandres, for his 
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 repeal of the anti-terrorist laws, an end to 
cover-ups in cases of alleged police bru- 
tality and more powers for the regional 
_ police force. 

Jf these options fail him, Mr Benegas 
: could try for. a deal with the PNV. The two 


“FROM OUR SPAIN CORRESPONDENT 


The election in the Basque country split 
-< the 90-year-old oak of the Basque Na- 
-.tionalist party, and bent to the ground 
the ten-year-old sapling of the Popular 
. Alliance, Spain's largest opposition par- 
. ty. The resignation on December 2nd of 
its president, Mr Manuel Fraga, may 
- spell the end of the Alliance, just as in 
|. 1982 the governing Centre Democratic 
-< Union collapsed after the departure of 
< its founder, Mr Adolfo Suarez. 

= The Alliance's right-of-centre sup- 
- porters do not know where to turn. More 
than 2,000 of them gathered—some in 
-. tears—outside its headquarters, hoping 
-.to dissuade Mr Fraga from resigning. 
Many threatened to leave the party if he 
-stepped down, and the national commit- 
tee. rejected his resignation. But Mr 
| Fraga had already made his decision 
irrevocable by informing King Juan Car- 
| los and Spain's prime minister, Mr Fe- 

. lipe Gonzalez, that he was going. 

— Mr Fraga founded the Popular Alli- 
ance in 1976. Tirelessly he built up its 
. parliamentary strength, from nine depu- 
: ties in 1979 to 106 in 1982 (including 
those of a satellite Christian Democratic 
group). In June this year the Alliance, 
together with its Christian Democratic 
and Liberal allies, won 105 of the 350 
seats, although. the 21 Christian Demo- 
crats broke away after the election. 

.. The Alliance had got bogged down on 
the mistrust of "the right" instilled in 
Spaniards by 40 years of dictatorship. Its 











American, combining free-market eco- 
nomics with traditional: Christian values 


part is hot on fitimian rights, wanting a 


ideology is not so much. Francoist as. 


on issues like abortion. The main link . 
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E x Pancpaing ina Basque regional election forthe frat time 


parties have co-operated informally in 

parliament over the past two years, and 
could in theory work together again. But 
the PNV has been demoralised both by the 
split which cost it a chunk of itself and by 
the losses it consequently suffered in the 
election. Many of its members, including 


i Don Manuel says goodnig ht 


voters of the old-fashioned right, but 
repelled many other conservatives. He 
said this week that he did not want. his 
leadership to prevent the emergence ofa 
“valid alternative. to. socialism"... His 
sharp temper discouraged other party- 
leaders from. seeking coalitions, and 
even his closest colleagues complained of 
his outbursts; | . 

Mr Fraga, who was 64 last week, 
admitted to feeling tired. He also felt let 
down: by the Christian Democrats, to 
whom he gave a political home after they 
abandoned Mr Suarez; by Mr Jorge 
Verstrynge, his 38-year-old dauphin, 
who left the Alliance in October after Mr 
Fraga sacked him as secretary-general; 
by the death last month of one of his 
closest allies, Mr José Maria Ruiz-Gal- 
lardon; and abóve all by the electors of 
the Basque country, where he had. cam- 
paigned vigorously. | 

The Alliance's most senior vice-presi- 
dent, Mr Xerardo Fernandez Albor, _ 
who is the head of Galicia's regional px 
government, will run the show until a 
new president is. elected, probably at a 
special party congress ‘early next year... 
The two favourites : seem to be. Mr Mi- 
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Meanwhile, the leaders of Herri Bata- i 
suna, whose relatively calm - campaign - 


helped to pull in extra votes, are toying . 


with the idea of ending their boycott of 
the Basque parliament : and dropping in 


now and then to vote on specific issues. 


They have invited Eusko Alkartasuna 
and the PNV to join them in a nationalist 
coalition. The anti-ETA nationalists, like 
the Socialists, are unwilling to work with 
Herri Batasuna while it continues to seek 
change by illegal means. Yet the time 
may have come to try weaning Herri 
Batasuna away from ETA. 

For the first time since the. region's 
autonomy statute was drafted seven years 
ago, Basque politicians will have to sit 
down and listen to each.other. Given the 
fragmentation shown by this election, 
they have no alternative. The Socialists’ 
need for nationalist support may encour- 
age the government in Madrid to trea 
Basque institutions with less condescen- 
sion, even if it will still have no truck with 
Herri Batasuna.. 

Whatever. coalition emerges, it. will 
have to work with Madrid. Euskadi’s old 
shipbuilding and steel industries are in 
decline, and ETA’s terrorist campaign has 
scared off new investors. Still, the region 
is fairly close to the large European 
markets, with good communications and 
a skilled workforce. If it can sort out the 
expanding confusion of its politics, Eus- 
kadi could yet start to prosper. 


Soviet Union | 
Making a mid- 
Kursk correction 


FROM OUR MOSCOW CORRESPONDENT 


An experimental co-operative in Kursk, 
300. miles south of Moscow, is pointing 


. the way to what, if you are an optimist, 


could be the most far-reaching change in 
the Soviet: economy since the 1920s. Us- 
ing credits from a state bank to buy 
materials, and taking advantage of a two- 
year tax-free period, the co-operative is 
providing local people with a variety of 
services ranging from. house repairs to 
secretarial help. Profits are. ploughed 


back into the enterprise and earnings are 


tied to: productivity. i 
According to Mr Leoríid. Abalkin, one 
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EUROPE 





Are the Russians backing themselves out 
of a cul-de-sac over SDI? Ever since 
President Reagan announced his star- 
wars plan for an anti-missile system three 
years ago, the Russians have denounced 
the Strategic Defence Initiative as the 
source of all futuristic evil in the world. 
Failure to agree on limits to SDI scup- 
pered the package of arms-control deals 
Mr Reagan discussed with Mr Mikhail 
Gorbachev in Reykjavik in October. 
With Soviet and American negotiators 
back around the table this week in Gene- 
va, trying to agree on what they did and 
did not agree on in Reykjavik, the Rus- 
sians have been elaborating both on their 
reasons for opposing SDI and their ideas 
on how a deal might still be struck with 
the Americans. 

At his Reykjavik press conference, Mr 
Gorbachev insisted that what worries 
him is not SDI as such—the idea of an 
effective anti-missile umbrella in space 
was, he reckoned, unworkable—but the 
possibility that even a failed SDI pro- 
gramme could lead to the development 
of new weapons that could strike at 
targets on earth from platforms in space. 
He therefore called for a ban on “‘devel- 
opment and testing of space weapons". 
For a period of ten years, only research 
and testing in the “laboratory” would be 
allowed. 

The question is, what is a “laboratory” 
for SDI purposes? After Reykjavik, Sovi- 
et officials pointed out tartly that the 
Americans had never bothered to ask 
them what they meant. On November 
26th, at a press conference in Moscow, 
the chief Soviet negotiator at Geneva, 





























of the country of co-operatives like the 
one in Kursk, some of which could also 
manufacture things. Modelled largely on 
similar East German enterprises, they 
would be invited to produce high-quality 
consumer goods and would in theory be 
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Let us explain, obscurely 


will more enterprise come out of the closet? Wt 





Mr Viktor Karpov, said that his side 
planned to use this week's talks in Gene- 
va to discuss the matter. Like his boss, he 
ruled out “the testing in space of all the 
elements of space-based anti-ballistic- 
missile systems". But that still leaves a 
lot of possible room for permissible 
research. 

The Soviet foreign minister, Mr Ed- 
ward  Shevardnadze,  sketched the 
bounds a little more clearly at a press 
conference in Vienna on November 
10th. Acceptable research, according to 
the fuzzy official Soviet translation of his 
statement, would allow “the building of 
ready samples, prototypes of corre- 
sponding defensive systems" for ten 
years, at which point the two sides would 
take stock and discuss the results (he said 
nothing about deployment). The impli- 
cation seems to be that, although Russia 
wants to ban testing in space of space- 
based weapons, it does not mind testing 
of bits of them on the ground. Mr 
Shevardnadze did not explain whether 
underground nuclear tests would be in- 
cluded in the okay part. The Russians 
are expected to end their unilateral mor- 
atorium on underground testing soon. 

A Russian agreement to everything 
short of testing SDI components in 
space—if that, or something close to it, is 
what Mr Gorbachev is offering—repre- 
sents a sharp change from Russia's earli- 
er implacable opposition to SDI and all its 
works. The Russians have several possi- 
ble reasons for wanting to compromise. 
Although they deny that they have a 
star-wars programme of their own, they 
are known to have been doing research 


free from state interference in fixing their 
prices and selling their products. 

How much red tape would interfere 
with this admirable purpose remains to be 
seen. The law permitting a very limited 
amount of private enterprise, which the 
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into some of the technologies involved in 
the business since well before President 
Reagan gathered all America’s research 
together under one budget allocation in 
1983. The Russians’ original out-and-out 
opposition to SDI may have been just an 
attempt to slow down America’s re- 
search while they went on with their 
own; and they may now have judged that 
this will not work. 

Alternatively, Mr Gorbachev may 
have been gambling that, if he can 
squeeze a deal out of the Americans that 
stops any real testing of SDI components 
in space for ten years, by then the two 
superpowers may have moved ahead far 
enough on another part of the Reykjavik 
package—the abolition of all ballistic 
missiles—to make an anti-missile pro- 
gramme pointless. Since Reykjavik, 
however, President Reagan has been 
deliberately vague about his original 
agreement to abolish ballistic missiles, 
which now looks highly unlikely. 

Meanwhile, the Russians acknowl- 
edge that they have been working on 
ground-based anti-ballistic-missile weap- 
ons, including those designed for use 
against short-range missiles. Such work 
is permitted by the 1972 anti-ballistic- 
missile treaty. If space-based SDI could 
be ruled out, the Russians would be 
more confident of staying abreast of new 
American technologies. 

If no deal can be worked out on SDI, 
both Mr Gorbachev and his generals 
insist that the Soviet Union will be able 
to develop counter-measures to defeat 
any new weapons the Americans eventu- 
ally deploy. But it seems that Mr Gorba- 
chev would still rather do a deal, so as 
not to have to use even more money his 
civil economy badly needs. 





Supreme Soviet approved last month, 
vividly reveals the Soviet penchant for 
bureaucratic detail. A music teacher, for 
example, will be allowed to give lessons 
but not to organise a concert; a linguist 
may translate an article but not print it. 
That law got hedged about with restric- 
tions on its way through the bureaucracy. 
The same may happen to the co-operative 
idea. But, at least in theory, the new co- 
operatives could add a new dimension to 
the Soviet economy. 

Mr Abalkin told the periodical Argu- 
menty i Fakty last month that the country 
needed a change as radical as Lenin’s 
"New Economic Policy", the 1921 mea- 
sure that—temporarily—returned large 
parts of the economy to private hands. 
Soviet officials say they are drawing on 
the experience of other communist coun- 
tries. They give a particular pat on the 
back to East Germany, where streamlin- 
ing the planning hierarchy has been fairly 
successful. Less often mentioned is Hun- 
gary, whose reforms have gone as far as 
the creation of a bond market. China’s 
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yet. piraan willing: to » consider. " 4 
Mr Gorbachev's predecessors tinkered 
with the economy from time to time in 


attempts to improve food supplies. and 
consumer services, but in the early 1980s 
it became clear that more sweeping. 


changes were needed. The Soviet central 


planners allocate vast capital resources to 


heavy industry, agriculture and energy, 


and defence eats up another huge slice of 


the cake. Mr Gorbachev's 1986-90 five- 
year plan foresees an increase in capital 
investment. In these circumstances, con- 
sumer demand can be satisfied only by 
expanding the room for privaté or co- 
operative initiative. 

Every Soviet citizen. knows that the 


new law on individual enterprises, which: 


takes effect next May, will merely legalise 
many practices that already exist on the 
black market, such as the provision by 
private car-owners of a sort of taxi ser- 
vice. Out of a total workforce of about 
130m,. it. is reckoned that only 2m-3m 
people will take advantage of this: law. 

They will still have to hold down a state 
job, and give their spare time. to. the 
private job. The proposed new co-opera- 
tives will have to go a lot farther than this 
to make a dent in the state's control of the 
economy. 
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FROM OUR BONN CORRESPONDENT 


Mr Franz Josef Strauss, a tireless fighter 
for fewer curbs on West German arms 
exports, would not mind being defence 
minister after next month’s general elec- 
tion. That, at any rate, is the view of Mr 
Friedrich Zimmermann, interior minister 


in the Bonn government and a fellow 


Bavarian who knows him well. He would 
hardly have spoken out without a nod 
from his boss, who charges like a tank at 
anybody who talks about him out of turn. 


. The word had previously been that the 


conservative Mr Strauss would come to 
Bonn only if he could wrench the foreign 
minister's jobfrom his arch-rival, Mr Hans- 


Dietrich Genscher, who has had it for 12- 
years. Mr Strauss no doubt still hopes that. 


Mr Genscher's Free Democratic party will 
sink without trace on election day and the 
path to the foreign ministry will then be 
clear. Failing that, defence would give him 
astrong base from which to keep sniping at 
Mr Genscher. 

-Mr Strauss and the foreign office dis- 
agree sharply on arms exports. At the end 
of November, Mr Strauss was in Saudi 


November in the EEC 


Politics 


Foreign ministers agreed on a set of 
watered-down sanctions against Syria for 
its part in a plot to put a bomb on an 
Israeli airliner at London's Heathrow 
airport. Even that was too much for 
Greece, which dissociated itself from the 
decision. 


The Twelve decided they did not have to 
respect a commitment contained in Tur- 
key's 1963 treaty of association with the 
Community to allow Turkish workers 
. unrestricted access to the EEC from De- 
. cember Ist. Instead, the Community says 
— it will let them in only as and when it 
needs them. 





Finance ministers insa to lift : a thine. 


of restrictions. on capital movements 


within the Community, including. those 





i : ments. "This i is ; the first liberalisation « of its 
kind since 1962. — 


ecu shortfall in the 1986 budget. This 
deficit has now been carried over to next 
year, when the Commuinity will no longer 
have enough cash to cover it. 


Trade and industry : | 


The Community persuaded Japan to al- 
low the dispute over Japan's tax system 
on imported liquor to go to the GATT for 
arbitration: A committee will now be set 
up to hear the EEC's complaint that the 
system wilfully discriminates against 
whisky and cognac from Europe. 
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Dutch dairy co-operatives a total of 6. 
cus ¢ 7m) for running an deor 


let it go ahead in truncated form. 
Directives 


The’ Twelve approved a dirsctive commit- i 
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Arabia with some pE N probin, 
for arms sales and other business. Thi 
group included top managers from th 
Bavaria-based aerospace firm MBB an 
Krauss-Maffei (maker of the Leopar 


reimport of its cars into Britain. 
Education 


The commission withdrew its proposed 
Erasmus project for helping young Euro- 
peans study in each other's countries, o 
The idea was to spend 175m ecus over five 
years to enable up to 10% of students in 
higher education to spend some time ata 
place of learning in another EEC country. — 
Faced with opposition from Britain, SES 
France and. West Germany, the commis- 
sion withdrew the proposal rather than 








them to adopt the same range of - 
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EUROPE 


tank), as well as from the state-controlled 
shipbuilding concern  Howaldtswerke 
Deutsche Werft (HDW) of Kiel. Deals in 
prospect include a $14 billion order for 
submarines, bases and training facilities. 

Competition for both contracts is 
fierce. But that did not prevent West 
German diplomats in Riyadh from re- 
minding both the visitors and their Saudi 
hosts that Bonn’s arms-export rules were 
tight. So they are, but a bit less so since 
the conservative-liberal coalition came to 
power in 1982. 

Back home, Mr Strauss was caught in a 
storm over the transmission by HDW of 
submarine-building plans to South Africa 
without a permit. Mr Strauss, who has 
close contacts with the Pretoria govern- 
ment, first told Mr Kohl three years ago 
that South Africa wanted the plans—and 
he later repeated the request. He claims 
Mr Kohl responded “positively”. Not so, 
say the chancellor’s men. Mr Kohl agreed 
only to have the matter studied. 

Mr Genscher promptly weighed in to 
say that, under the 1977 United Nations 
embargo on weapons deliveries to South 
Africa, there could have been no question 
of agreement to send the submarine 
plans. The only point on which all agree is 
that the plans reached South Africa all 
the same. And nobody knows how. 


France and Europe 
Plus ca change 


FROM OUR PARIS CORRESPONDENT 


The curious organisation called Western 
European Union has been relaunched so 
many times that its keel is sore. Was the 
speech that France's prime minister gave 
in Paris on December 2nd to this 31-year- 
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Hold on, America, we need you, says Chirac 


old organisation one more proposal to 
make it into a ship capable of carrying 
some yet-to-be-defined European de- 
fence policy? 

At first, Mr Chirac’s speech sounded 
just that: he proposed that the WEU’s 
seven members—Bnitain, France, Italy, 
West Germany and the Benelux trio— 
sign a new “West European charter of 
security principles’’. The start of an alter- 
native to the present Atlantic alliance led 
by America? No. Mr Chirac’s charter 
proved to be a call to renewed Atlantic 
solidarity. None of his specific ideas is 
new or controversial, even if French lead- 
ers, especially Gaullist ones, have seldom 
put them so bluntly: 

@ Nuclear deterrence must still be the 
basis of the defence of Western Europe. 
e Russia's conventional-chemical-nucle- 
ar threat has to be dealt with as a whole. 
@ American troops and nuclear weapons 
should stay in Europe. 

Why dress up these very conventional 
wisdoms as a European charter? The 
French now feel it is necessary to say what 
used to seem obvious truths—and say 
them more clearly than most Frenchmen 
once did—because they fear they are no 
longer commonplaces in Washington. 
The French recognise that the Reykjavik 
summit meeting between Mr Reagan and 
Mr Gorbachev has left Western Europe 
feeling deeply confused. 

Europeans would rather Russia and 
America talked than glowered at each 
other; but at the same time most West 
European governments (and perhaps 
most Europeans-in-the-street) do not 
want arms control to leave Europe with- 
out American nuclear weapons. The Brit- 
ish prime minister made some of these 
points to Mr Reagan in Washington last 
month. Mr Chirac, with the apparent 
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backing of President Mitterrand, thinks it 
would now be useful for Europeans to say 
them out loud, in chorus. Whether public 
charter is preferable to private chat is a 
question of diplomatic tactics. Some of 
France’s partners may think it distracting 
to shout out Europe’s need for America 
just when the president is trying to put 
out a fire in his basement. 


Sweden 


They come of a 
good family 


FROM OUR NORDIC 





NT 


Merely being able to say that “my father 
was a worker, and so am I” does little for 
a Swede who wants to rise high in the 
Social Democratic party, the trade unions 
or any other part of what Swedes custom- 
arily call “the labour movement”. But if 
mum and dad were party or union offi- 
cials, or worked in the public sector and 
had the right connections, the road would 
lie open. A report compiled by a Swedish 
journalist, Mr Anders Isaksson, has jus 

lent weight to the suspicion held by many 
Swedes: that the Social Democratic party 
which has held office for 48 of the past 54 
years, has spawned a new political class, 
linked by family and by marital alliance, 
with a distinct economic interest and its 
own job market. 

Of the 209 leading figures in “the 
movement” interviewed by Mr Isaksson, 
three-quarters came from Social Demo- 
cratic homes. In most cases the spouse, as 
well as brothers and sisters, also worked 
in the movement. Only 27% had ever 
worked in the private sector, and none 
had returned there after a job in the 
movement. For the younger generation it 
is increasingly normal to go straight into a 
movement job from school. 

Mr Isaksson devised a scale of 0 to 20 to 
measure links with the movement in 
terms of family background, education, 
career and jobs held by relatives. The 
average score among his interviewees was 
eight. The top scorers, with 17 points, 
were Mr Ulf Göransson, deputy minister 
in the finance ministry, and Miss Eva 
Segerström, political consultant in the 
civil affairs ministry. These two were 
found to have had scarcely any links with 
the non-movement world. The prime 
minister, Mr Ingvar Carlsson, and the 
finance minister, Mr Kjell-Olof Feldt, 
both from working-class homes, scored 
10 and 11 respectively. 

Unlike the Soviet nomenklatura, mem- 
bers of this new Swedish class—if Mr 
Isaksson’s analysis is correct—have no 
officially recognised privileges. But, like 
the nomenklatura, they have an interest 
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UNITED BY COMMON GOALS. 


Raw material trading - 
the London Metal Exchange 


To discover and exploit hidden resources. 
To make raw materials available and to 
build process plants in the places where 
they're needed. To back this up with our 
experience in handling the earth's riches 
and with comprehensive process technology 
know-how. This is our field. 

In our resource-hungry land, we've learned 
to make the best use of scarce supplies. 
We've therefore developed processes and 
production techniques that take into 
account the environmental problems of 
both the provision of raw materials and 
energy and the disposal of waste products. 


Modern metallurgy 


Production and marketing of raw mate- 
rials; guaranteeing of energy supplies; envi- 
ronmental protection: These are responsi- 
bilities which we must always be aware of. 
Raw materials and energy are getting scar- 
cer and more expensive. Our exploration 


for new resources and our research into new 


processes are therefore growing more 
important all the time. 

So we accept the challenge — as companies 
with links world-wide and with common 


goals. 





The QSL process for environmentally 


clean metal production 





and tradi 


MG for raw material supplies 


np Lurgi for 


plant engineering and contracting: 
Partners in the Metallgesellschaft Group. 


We'll find a way. 


Metallgesellschaft AG 
Reuterweg 14 
D-6000 Frankfurt 1 
Tel. (69) 159-0 


Metallgesellschaft Ltd. 
Three Quays, Tower Hill 
GB-London EC3R 6DS 
Tel. (1) 626-4221 


Metallgesellschaft Corp. 
520 Madison Avenue 
New York, 

NY 10022 /USA 

Tel. (212) 715-5200 


Lurgi GmbH 
Gervinusstr. 17/19 
D-6000 Frankfurt ! 
lel. (69) 157-1 


Lurgi (U.K.) Ltd. 

l Kingsway 

GB-London WC2B 6XF 
Tel. (1) 836-4477 


Lurgi Corp. 

666 Kinderkamack Road 
River Edge, 

NJ 07661/USA 

lel. (201) 967-7700 
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gom Shares. his pet 
aller. rer growing richer by 


win sometimes wonders whether 
EFTA dwarf isn't getting rich by taking 
free. ride, unnoticed. That is the suspi- 
ion which the shrinking European Free 
‘rade Association is seeking to dispel as 
enters a testing time in Western Eu- 
ope’s lopsided household. 

All that matters to the little group is 
ree trade. Its six members—Swit- 
erland, Sweden, Austria, Norway, 
| inland and Iceland—have no com- 
mon policy on anything else. The 
oup has no coherent geographical 
hape: Nordic head and shoulders 
are totally removed from slim cen- 
ral European bottom. The six are 
the relict of à now non-member, 
Britain, which created the group 
and then. left it years ago to join 
: lost two other members, Denmark 
and Portugal. In population, the 
dwarf is now only a tenth the size of 
the giant. Yet it does very nicely. 

__ EFTA people are on average much 
better off than other West Europe- 
ans, having advanced their GDP per 
head to $11,750 against an average 
of $7,575 last year for members of 
he European Community. This is 
great part due to the perfor- 
mance of the little Six's two heavy- 
eights, Switzerland (the richest 
country in Europe, with a GDP per 
sad of over $14,000) and Sweden. 
ne Six have staved off unemploy- 
ent, which at only 3% in their 
mp is less than a third of the average 
ommunity level. As for economic 
rowth and inflation, the little Six are 
now doing about as well as the big 
welve, though they used to do better. 

he other Western Europe is managed 
eva, on a shoe-string. Whereas 
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"omm nity has 17,000 civil servants, 


000 translators and linguists; EFTA 


| guage. of. n 
Six, even i though none uses it as is its oW 








Norwegian . secretary general, Mr "Per 
Kleppe. | 

It has held. only three summit meetings 
in 26 years. Its members' ambassadors to 
it double as ambassadors to practically 
every other international organisation in 


bureaucrat-infested Geneva.  Extrava- 


gance is out. Mr. Kleppe's group has a 
budget for next year of around $7m. The 
Community. giant will be e spending $36 





billion. Of course, EFTA, unlike the Com- 
munity, has no costly programmes on 
farming, customs, transport . and so on. 
Nor does it pretend to have a foreign 
policy.» The six member governments 
have abandoned not one jot of sovereign- 
ty to their club, which spends its time 
ing out how to secure the 
ion with the EEC. 

) has become. closer 













i faint o ones. 


| ‘Here, — are. quien vM EE on 
the Community, with which they do 5676 


of their business. Together they are the 
EEC's biggest. trading partner, outstrip- 


ping America and Japan. But their dis- 
taste for the Community's attempts at 
political battlement-building, while they 
happily share its trade table, still causes 
grumbling in Brussels. 

So trade confronts the little Six with 
nagging challenges as the EEC makes tor- 
tuous headway towards the idea of a 
completely free internal market in the 


. 1990s. The smaller group fears being left 


out. Its current free-trade accords 
cover only industrial goods, not 
agriculture or services. Even with 
industrial goods, nothing is as free 
as it sounds. Though tariffs are 
banned, the Six face an array of 
technical barriers such as EEC speci- 
fications on product size, composi- 
tion-and safety (these barriers also 
plague Community — members 
themselves). 

Beyond that, the dwarf must sat- 
isfy the giant on "product origin". 
The Community balks at extending 
free-trade treatment unless it has 
proof that a required (and high) 
proportion of a product exported 
from an EFTA country originates in 
that country. This cramps the 
dwarf's style. Switzerland, for in- 
stance, is likely to make its sophisti- 
cated machinery with steel from 
Austria and bits from Taiwan. 

To guard against being side- 
tracked, the Six are seeking to draw 
still closer to the Community. To 
head off the free-ride grumbles, 
they are getting ready not just to 
take part in EEC programmes for 
research and development, manufactur- 
ing standardisation and the environment, 
but also to help pay for them. This shows, 
says Mr Kleppe, that EFTA is indeed 
committed to the creation of the broadest 
possible European economic space. 

The Six have no heavy-handed pres- 
sure tactics in mind. They have only just 
come round to considering opening a 
liaison office in Brussels. ‘Belonging to 
EFTA offers no magic formula for success. 

















































All it brings is a chance to speak to the 


giant with one loudish voice e instead of six 
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When WestLB floats a bond, he knows about it. 


International capital markets are on 
the move: new techniques, new servi- 
ces, new products. 

For customers this means new 
opportunities. For banks this means 
transforming financial needs into assets 
which meet investors' interests. 


WestLB puts the right issue into 
the right hands. 

So, what about banking on the 
placing power of one of Germany's lar- 
gest financial institutions? 

In fact we have partners we can 
call on day or night. 


WestLB 


The Westdeutsche Landesbank. 


Head Office: Dusseldorf 


Branches: Hong Kong, London, New York, Tokyo. . 


Representative Offices: Beijing, Melbourne, 
Moscow, Rio de Janeiro, Tokyo, Toronto 
Subsidiaries: Luxembourg, BFA Paris, BKA Zurich. 








WEST GERMA 


Away with angst 


Contentment is breaking out in West Germany, the better part of 
it deserved and the rest a stroke of luck. Essays about modern 
Germany are not supposed to say such things: they should ask 
apocalyptic questions or hint at dangerous trends. This survey 
by Nicholas Colchester and Jonathan Carr will sound enough 
warnings to cater for German angst. But angst is not its main 
message. Forty years of German shame, worry and work have 
produced a model country, and over the past ten years the 
model has coped with enough strains and shocks to give West 


Germans the right to smile 


In the mid-1970s a survey of West Germa- 
ny could not avoid grim questions. Would 
the radicalism then seething in German 
universities threaten the consensus of the 
country's "social market economy"? 
Would the terrorism bred of radicalism 
force a return to authoritarian rule? 
Would German democracy be shaken by 
rising unemployment, as it had been in 
the 1930s? Would German industry prove 
too stiff and unimaginative to cope with a 
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high exchange rate, an energy shock and 
the onrush of electronics? Would Ger- 
man foreign policy be forced to make a 
painful choice between East and West? 
The answer to all those questions was 
"no", The radicalism has evaporated, the 
better parts of it channelled into parlia- 
ment through the rise of the Green party, 
the rest replaced by a youthful conserva- 
tism. Terror is still in evidence, taking its 
toll of some of Germany’s ablest business- 








LINEA dns | 


men and civil servants. But the reaction 
sought by the terrorists has not been 
provoked. Security forces are today more 
evident in Paris than they are in Bonn. 
The checking of visitors to the Bonn 
ministries is now less intrusive than it is in 
Britain. Unemployment at 8.7% is at a 
level that would have been thought politi- 
cally lethal ten years ago: it will barely be 
an issue in West Germany's general elec- 
tion in January. 

West Germany's wealth-creating ma- 
chine has adapted to those threats in 
typically German fashion. Germany has 
thrown up no Laffer curves, no Reagano- 
mics, no Thatcherism, no Mitterrandist 
left-right combination punches—none of 
the theological conversions that have 
shaken the economies of the rest of the 
Group of Five, Japan excepted. Instead 
there has been a smooth change built of 
many discrete elements: admirable wage 
restraint; a tightening-up of government 
finances; determined product innovation 
by thousands of middle-sized manufactur- 
ing companies: profound changes in the 
industrial heavyweights, some of them 
traumatic; and a modest dose of econom- 
ic liberalism—far too modest for the 
country's talents. 








gone » but the: act. 4 continues; 
ow atonement with Israel 
d friendship with the Arab world to the 
on the high-wire as well. It appears 
that C jermany will show its strength not in 
T aking, but in not making, choices that 
East or West might. care to extract from 
_it. West Germany is becoming more self- 
nfidently German—a force for democ- 
acy, for capitalist wealth with a social 
'onscience (now with Green cleanliness 
added), for peaceful coexistence and con- 
tact with neighbours whatever their ideol- 
y. This is a posture that does not 
_obtrude so long as the climate between 
. the superpowers is broadly set fair, but it 
_ will alter the nature of the clash if another 
- clash is called for. | 
Forty years on from the end of the war, 
- with these challenges met and with these 
new German values firmly established, 
. West. Germany has begun to enjoy life. 
ere is a lighter feel in the air. People 
.smile more. Money is coming home to 
- roost in the exotic shops, excellent restau- 
rants and fine museums that enliven the 
_ pedestrian areas of German cities. The 
drivers go faster and more smartly that 
ever, but they are less vindictive about 
their rights. Some people cross empty 
_ streets when the pedestrian lights are red. 
he tyranny of logic—always justified 
fore as a bulwark against worse forms 
| tyranny—has melted a little to give 
imagination, reasonableness, common 
sense and harmless nonconformism more 
elbow-room. 
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can be German Jan like spo oid into 3 countless s 
‘abstractions; was used differently by the 


two men. Bear with a pair of examples to 
catch the flavour of the time. In 1974 Mr 
Schmidt declared. that: “In. einer Zeit 
weltweit wachsender: Probleme konzen- 
trieren wir uns in Realismus und Nuch- 
ternheit auf das Wesentliche, was notwen- 
dig ist, und lassen anders beiseite.” ("In a 
time of growing worldwide problems we 
will concentrate in realism and. level- 
headedness on necessary essentials, and 
leave other things alone.") 

Compare that with Mr Kohl's speech 
this year to his party congress: "Wir 
wollen fur unser Land eine gute Zukunft 
gestalten—eine Zukunft in Frieden und 
Freiheit, eine Zukunft in einer leistung- 
starken Gesellschaft mit menschlichem 
Gesicht." ("We want to shape a good 
future for our country—a future in peace 
and freedom, a future in a strongly per- 
forming society with a human face.") 

The Schmitty-grittiness of Nuchternheit 
and Realismus has been replaced by the 
softer appeal of Frieden, Freiheit and 
Zukunft. Helmut Schmidt was a detailed 
worrier. Helmut Kohl’s offer is one of 
vague optimism. Mr Schmidt worked his 
private office hard to brief him for intense 
cabinet discussions. Mr Kohl beams, and 
lets his ministers get on with it. Mr 
Schmidt used party politics only as a 
ladder to statesmanship, which he then 
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SPD = Chancellor's party. | 
= Main supporting party 


Miis: 
sate 





way through b his MPs, esc after their 
wives, naming their. children, jollying- 
themalong. ^ -. 

Franz Josef Strauss, the ‘clever and 
unpredictable head of the CDU's Bavarian 
sister party, the Christian. Social Union, 
(CSU), no longer poses a threat to Mr 


‘Kohl. This is largely because Mr Kohl let 


“the Municher’’, as he calls Mr Strauss, 
have an unsuccessful shot at leading the 
CDU/CSU to victory in 1980. Ten years 
ago, young Social Democrats used to 
chant: “Whoever gets lathered by Kohl 
will get shaved by Strauss." No longer: 
the razor is lost beneath the foam. 

From this unchallenged position within 
Germany's conservative parties, Mr Koh] 
will need to be very unlucky not to 
continue his comfortable rule of his com- 
fortable country. The long pendulum of 
West German politics is still moving his 
way. Ithas always moved remorselessly at 
the level of national politics, never sud- 
denly and unexpectedly. The CDU domi- 
nated 20 years of capitalist reconstruction 
and cold war between 1949 and 1969. This 
was followed by 13 years of Social Demo- 
crat (SPD) leadership in which sozial took 
precedence over marktwirtschaft, and in 
which the sPD, first under Willy Brandt 
and then under Helmut Schmidt, pushed 
for warmer relations with the East. 

In the late 1970s, as the oil crisis and 
world slump pushed the West German 
economy. into. its gloomiest. postwar 
stretch, the consensus crept back towards 
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of Transaction „9f Transaction 
Blue Tee Acquisition Corp. Gold Fields American Divestiture of Gold Fields $123,000,000 
Corporation, a subsidiary of American Industries, Inc. 
_ Consolidated Gold Fields plc | 
Unilever N.V. and Industrias Anderson, Clayton & Co. _ Divestiture of Brazil an |— 77,000,000 
Gessy-Lever Limitada u^ lS subsidiary, Anderson, Clayton 
S.A. Industria e Comercio 
The Mutual Life Assurance fe Insurance Merger for Cash 54,000,000 
Company of Canada ss | TIME 
| AEG Aktiengesellschaft — Modular Computer Systems, . Cash Tender Offer — 22,000,000 
Aachen and Munich Holding | Academy Insurance Group, Inc. Sale of Newly Issued Convertible 39,000,000 
Company Debt 
Unilever N.V. Anderson, Clayton & Co. Divestiture of Mexican subsidiary, 36,000,000 
| Anderson, Clayton & Co., S.A. 
: Dawson International PLC Associated Products Inc. Merger for Cash (Pending) 30,000,000 
: The Burmah Oil plc Clow Corporation Acquisition of Water Management 12,000,000 
: | Division 
Investor Group Bridon plc | Divestiture of 49% Interest in 12,000,000 
mM Group Industrial Camesa 
| ° Charterhouse Group Allied-Signal Inc. . . Divestiture of C & D Power Undisclosed 
International, Inc. Tent nd Systems 
Dunlop Tire Corporation BIR plc — i Acquisition of Dunlop Tires Undisclosed 
(Canada) Ltd. 
Fertimont S.p.A. Intercontinental Development Divestiture of Conserv, Inc. Undisclosed 
Corporation 
Ingram & Bell Inc. | American Sterilizer Company Divestiture of Certain Assets of Undisclosed 
Ingram & Bell, Ltd. 
| Investor Group BATUS Inc, a subsidiary of Divestiture of Frederick and Undisclosed 
j BAT Industries p.l.c. Nelson and Crescent Stores 
Management Group BATUS Inc. a subsidiary of | Divestiture of 39 Kohl's Undisclosed 
BAT Industries p.l.c. Department Stores 
Management Group Kollmorgen Corporation Divestiture of Photocircuits Undisclosed 
Division 
Negri River Corporation Amselco Exploration Inc., a Divestiture of Colosseum Gold Undisclosed 
Limited and Grant's Patch subsidiary of BP North Project 
Mining Limited America, Inc. 
Ohio River Associates Consolidated Aluminum Divestiture of Interest in Undisclosed 
l Corporation, a subsidiary of Ormet Corporation 
Swiss Aluminum Ltd. E 
Total Petroleum (North MR Corporation — Divestiture of AMR Energy Undisclosed 
America) Ltd. FRE Corporation ee 
Utah International Inc. Texaco Inc. Divestiture of 50% Interest in Undisclosed 
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worldwide? |.  . 
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Representative offices in Portugal. - 
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and Panama. 
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The beaming chancellor and his Bavarian shadow 


the right—towards wealth creation rather 
than distribution, towards fiscal prudence 
in place of government borrowing. Mr 
Schmidt could not carry his party with 
him in that direction. He was further 
tugged away from the SPD by the need to 
be tough with the Soviet Union over the 
invasion of Afghanistan, the crackdown 
in Poland and the growing arsenal of 
Russian medium-range nuclear weapons. 
The pendulum had moved no more than a 
few degrees, but it was back in the CDU's 
segment. There are no signs yet of it 
moving out. 


The pull of the centre 

This small shift has assured Mr Kohl the 
right to rule because of the strange Ger- 
man mechanism that turns the deliberate 
movements of the pendulum into govern- 
ment majorities. Over the past 25 years, 
with the exception of three years between 
1966 and 1969, the small Free Democrat 
party (FDP) has acted as the escapement 
to this mechanism, clunking to the right 
to create a workable coalition in the CDU 
years, and then to the left to do the same 
for the SPD. The FDP tipped the CDU into 
power in 1982: it is not yet ready to switch 
its allegiance over again. It is, if anything, 
to the right of the Kohl government on 
economic policy and has no big differ- 
ences with the CDU over foreign policy or 
domestic affairs. 

The FDP escapement works because of 
West Germany's system of proportional 
representation. This gives every voter 
two votes, one which chooses his local 
member of parliament on a first-past-the- 
post basis, and a second which determines 
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the overall number of each party's MPs in 
the Bundestag. The FDP is a liberal party, 
more liberal than the SPD on economic 
policy, more liberal than the CDU on 
foreign affairs and law-and-order, though 
it has become much tougher on the latter 
of late. But unlike the British Liberal 
party it does not draw its strength from 
local loyalties. All its MPs are “‘list” MPs, 
put into parliament on the basis of second 
votes. 

To get into parliament, under the West 
German constitution, a party has to have 
at least 5% of those second votes. The 
FDP always managed to make it. It has a 
loyal supporters’ club of about 3%, made 
up of entrepreneurs and civil servants 
who think the CDU is too stuffy and the 
SPD too idealistic. It has the appeal of its 
team of ministers, but this is pretty thin at 
the moment with only the foreign minis- 
ter, Hans-Dietrich Genscher, cutting 
much of a dash. It should win votes as a 
counterweight to the hard men of the CDU 
and csu. And, believe it or not, it should 
get votes because supporters of its pro- 
spective coalition partner know it must 
get more than 5% to be of any help. The 
FDP now has 6% in the opinion polls. 
Once again it should scrape through on 
the night. 

All of this takes something for grant- 
ed—that the centre exerts a gravity-like 
pull on German politics. This is not à 
result of the constitution. The second 
vote could just as readily be used for wild 
whims as for adventure-control. But in 
postwar Germany the process of coming 
to power has always involved parties 
returning to the fold of those modern 
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German values described at the start of 
this survey. The SPD was once anti-NATO 
and roundly socialist: it took the Bad 
Godesberg conference of 1959 to make it 
middle-of-the-road and thus eligible for 
power. The CDU was anti-ostpolitik in 
opposition: today it is making gestures 
towards East Germany it never would 
have let the SPD get away with. 

The rise of the Green party, the Ger- 
man eco-pacifists who first broke through 
the 596 barrier in 1983, might suggest that 
the second vote could indeed be used to 
shake the German consensus. Yet look at 
the political fall-out from the Russian 
nuclear disaster at Chernobyl. The 
Greens found, to their dismay, that the 
shock drove people to seek security in the 
traditional parties rather than to turn to 
them. The Greens were a fair-weather 
corrective, not a foul-weather alternative. 

Selected Greenery now bedecks the 
political centre. “Vote CDU, vote for the 
environment," said posters in the recent 
Hamburg election. Rich young things in 
Munich think it is chic to vote Green to 
save the English Garden from dreadful 
high-rise development—in the certainty, 
of course, that the CSU is beyond chal- 
lenge in Bavaria. The Greens will per- 
form well in the forthcoming election, but 
it will be at the expense of the Social 
Democrats, so they are most unlikely to 
be handed the balance of power. 

Should the Greens continue to be the 
alternative voice to the German consen- 
sus, having a valuable effect as the con- 
science-prickers of the Bundestag? Or 
should they, too, bow to gravity and 
develop a non-frightening programme 
that makes them look like a potential 
coalition partner? This is the debate with- 
in the Greens between the “Fundis” and 
the *Realos". The Fundis think the 
Greens should stick to nonconformist 
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| deposition. The Realos fear that this 
approach will brand them “nicht seriös” 
_or "not to be taken seriously" —ü particu- 
larly unfortunate label in Germany—and 
that their support will gradually fade 
away. 
=: Freed from the duties of government, 
the SPD has been recharging its spiritual 
batteries with a move to the left. It now 
. advocates a step-by-step shutting down of 
_ atomic power stations and the removal of 
-nuclear weapons from central Europe. 
This stance has alienated its moderates, 
while the left is tending to make a fist of it 
and vote Green. The sPD's leaders have 
. all but conceded defeat in advance of the 
January election. They find it hard to 
eep a straight face when they claim they 
are aiming for an overall majority (the 
polls currently give them 40%). 
- After the elections the SPD will have to 
regroup. The question is whether it will 






e clincher for Mr Kohl is die Wende 
(the turn). The charts on this and follow- 
ing pages show how the economy has 
bounced up since he became chancellor in 
982, and was re-elected in 1983. There is 





German stock exchange index | 
Look at the achievement of falling con: 
sumer r prieëş: (chart 3). See how He e chart 








t terms it it does not matter. : The ch 
barely a graph that does not do him a n à 
vour. Look at the movement of the t (the 


move still further to the left under a 
radical leader like Mr Oskar Lafontaine, 
premier of the Saarland, or find the 
strength to move back towards the centre 
where postwar history shows all elections 
are won. 

The sPD disclaims any interest in a 
coalition with the Greens (who currently 
have 8% in the polls), because this would 
make the party nicht seriós by association. 
But the idea won't die and nor will the 
taint, partly because there is a Green-SPD 
regional coalition governing the federal 
state of Hesse. The poor image of the 
trades unions, after the failure of their 
immense house-building concern, Neue 
Heimat, has rubbed off on the SPD as 
well. Mr Johannes Rau, the prime minis- 
ter of North Rhine-Westphalia and the 
SPD's candidate for chancellor, has the air 
of Helmut Kohl in 1976, a worthy chap, 
some way from power. 


‘atch the wave before it breaks 


he cpu came to power with fine economic timing. Industry sees the 
gc vernment as sound, and wonderfully unadventurous 


of interest rates on overdrafts (chart 4) 
settled down in 1983 like the fever curve 
of a patient on the mend. 

Post Kohl, propter Kohl? In poe 
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mate be asking why Mr Kohl wasn’t doing - 


something. Even the unions have helped 
him. After demanding no increase in real. 
wages since.the beginning of the decade, - 


. this year they negotiated a 5% increase in- 
real wages. So most workers will be going | 
to the polls feeling happy.. : 


Mr Kohl hàs been very lucky. German 
exports were greatly helped by President: 
Reagan's experiment with fiscally turbo- 
charged monetarism in the early 1980s, 
and by the high dollar that went with the 
strong American. demand that resulted. 
When the impact and credibility of that 
approach began to wane, the oil price 
came to the rescue. Germany's oil import. 
costs fell from DM50 billion in 1981 to 
roughly DM20 billion in 1986, with most 
of the drop coming this year. This helped 
boost the German. current-account sur- 
plus from $3.4 billion in 1982 to some $29 
billion this year. Without the combina- 
tion of a stronger D-mark and cheaper oil 
and other commodities, German inflatiog 
would be at least 2% this year, not 
negative. 

Unemployment still stands at 8.7% and 
is sinking only slowly. But as political 
tinder it is damp. The rate of change 
seems to be politically more important 
than the absolute level. Most of the 
unemployed get their dole money sent to 
them: they no longer meet in queues of 
shared despair. Tales of shortages of 
qualified workers are rife. Companies 
took 50 days on average to find an 
electrical engineer in 1984. Today they 
take 150. Perhaps most important, the 
job market has not seized up in fear and 
lack of hope. There is a great deal of 
voluntary job-swapping going on. Thanks 
to military service and Germany's admi- 
rable system of apprentice training, the 
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World banking is our business 


BNP is Europe's largest bank, 
with a worldwide network operating in 76 countries. 


in West Germany our established subsidiary 


BANQUE NATIONALE de PARIS S.A. & CO 
(DEUTSCHLAND) OHG 


Bockenheimer Landstrasse 22 - Frankfurt-am-Main 


offers to all internationally orientated 
companies the most comprehensive commercial 
banking services. In 6 major cities. 


Arbitrage Factoring Forfeiting 
import-Export Financing Leasing 


Frankfurt tel. 69/7193-0 
Düsseldorf tel. 211/8892-0 
Hamburg tel. 40/376005-0 
Munich tel, 89/236909-0 
Stuttgart tel. 711/22784-0 
Saarbrücken tel. 681/3036-0 


BANQUE NATIONALE de PARIS 


Head Office: 16, bid des Italiens, 75009 Paris - Tel.: 42.44.45.46 - Telex: 280605 
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At Aerospatiale, addressing the exciting aerospace challenges of tomorrow means 
capitalizing on the daring and innovative technologies we pioneered’ with Concorde. 
Projects like Hermes, for example. When it enters service in 1995, Europe's Spaceplane will be 
he direct beneficiary of more than three decades of commitment to advanced 
aeronautical research and design. 

Not to mention Concorde's outstanding track record of in-flight performance and reliability. 
But at Aerospatiale, continuity means looking further than just a decade ahead. 

ihat's why we're hard at work on Concorde’s successor - a hypersonic transport that will 
dramatically change the way people travel, as early as the year 2000. 


"in cooperation with British Aerospace. 
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Solid Stoltenberg 


proportion of youth among the unem- 
ployed is the lowest in the EEC—less than 
one-quarter compared with a European 
average of one-third. 


Kohl-fired 


There is no doubt that the German econ- 
omy has rediscovered internal fizz under 
Mr Kohl. Capital investment in plant and 
equipment rose by 9.5% in real terms in 
1985 and by 8% this year. The consumer 
is presently the main force behind Ger- 
man growth. His spending will be up by 
5% this year, and in the first half of the 
year he bought 12% more motorcars and 
squirrelled away no less than 28% more 
domestic fuel than he had a year earlier. 
Beaming aside, what has the chancellor 
achieved to foster this state of affairs? 
The one thing everybody cites is that he 
has put the government's finances onto a 
sounder footing. Chart 5 shows how. The 
public sector's spending as a share of GNP 


Virtuous disinflation 
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has been trimmed by cutting social pay- 
ments and public investment, the latter 
quite sharply. 

On the social side the government 
reduced unemployment benefit by 5%— 
to 63% of net salary (excluding child 
benefits). It made the state pension sys- 
tem less generous, reduced maternity 
leave and put students on to means-tested 
loans. Meanwhile tax and other revenues 
have stayed unchanged at around 46% of 
GNP. The result has been a fall in the 
general government financial deficit from 
3.7% of West German GNP in 1981 to 
1.1% in 1986. 

Why this was vitally necessary in a 
country whose population saves 13% of 
its disposable income remains a moot 
point. The aim of reducing the govern- 
ment's role in the economy has barely 
been achieved at all, and subsidies, as will 
be shown later, have gone on rising. 

The cure seems to have been chiefly 
psychological. Looking back, bankers 
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and businessmen talk of the unsettling 
combination of argument between the 
Schmidt government and the (indepen- 
dent) Bundesbank, the German central 
bank; tension between the FDP, Mr 
Schmidt and his party over the degree of 
government rigour needed; and the indis- 
putable fact that the economic numbers 
were not looking good at the turn of the 
decade. Whatever their true cause, infla- 
tion of 7% and long-term bond yields of 
over 10% were not to be tolerated in 
Germany. 

Today, in place of these arguments, the 
private sector sees the reassuring figure of 
Gerhard Stoltenberg, the finance minis- 
ter and the most popular man in the 
government team. He is accepted as a 
seriöser Geschäftsmann and people are 
pleased that he sees eye-to-eye with Karl 
Otto Poehl, the president of the Bundes- 
bank. Mr Poehl is internationally quick- 
witted where Mr Stoltenberg is domesti- 
cally straightforward. 


Addicted to the rule-book 


While he has restored conservative stability, Mr Kohl has not given West 


Germany the liberal economic shake- 


The sigh of relief that “the government 
leaves us alone" really means that Bonn 
has barely disturbed the internal padding 
of Germany Inc—the pervasive rules that 
govern entry and behaviour in many 
businesses, the extent and use of state 
shareholdings, the power of certain state 
monopolies, the unashamed mercantilism 
of the governments of the federal states, 
the warp and woof of interlocking share- 
holdings and directorships that bind com- 
panies and financial institutions together, 
the subsidies that protect so much of the 
economy from reality. This catalogue is 
worth looking at in detail because it 
conveys the true flavour of German 
business. 


m————— 
Back to normal o 





Bank overdraft interest rates (less than DM 1m) 


up that was promised 


Denationalisation: The German state has 
shareholdings of over 25% in almost 500 
German companies. If its minority stakes 
in Volkswagen (20%) and VEBA, the 
energy conglomerate (25%), are added to 
the companies in which it has a majority 
shareholding, they create a “private” an- 
nex to the public sector employing over 
500,000 people. 

The government's plans to sell this 
portfolio have unfolded at a measured 
pace. The state's share in VEBA has been 
reduced from 46% to 25%; in VIAG, an 
energy, chemicals and aluminium compa- 
ny, from 100% to 60%; and in IVG, a 
conglomerate, from 100% to 49%. Some 
40 subsidiary companies have been tidied 
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Public sector spending 
as % of GNP 
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away into private hands. The finance 
ministry claims that other companies are 
being licked into shape for sale, and that 
it is determined to sell the central govern- 
ment's stakes in VEBA and Volkswagen. 

The most eligible company for privati- 
sation is Lufthansa, West Germany's flag 
airline, in which the state has a direct 
holding of 75%. Yet even a plan to 
reduce this to 55% has been blocked by 
Mr Franz Josef Strauss, ostensibly be- 
cause Lufthansa is a "symbol of German 
efficiency and European technology", 
more probably because Mr Strauss wants 
to make sure that Lufthansa goes on 
buying Airbuses that are partly built in 
Bavaria. 

So far, Mr Kohl's government has 

bowed to the realpolitik of this without a 
fight. It has not asked Mr Strauss to 
explain how other German symbols, like 
Daimler-Benz or Siemens, manage to 
survive under private ownership. 
Federal state mercantilism: Mr Strauss 
also personifies another force undermin- 
ing the market economy in Germany: the 
interventionismus of the Lander govern- 
ments. Bavaria offered its resident mo- 
tor-manufacturer, BMW, some DM190m 
not to go to Austria with a new plant. Mr 
Strauss also arranged that Krauss-Maffei, 
a Bavarian armaments company which 
builds the Leopard tank, be merged with 
the Bavarian aerospace company, MBB, 
despite the misgivings of the Cartel 
Office. 

The Bavarian supremo is rivalled in this 
very French brand of economic conserva- 
tism by the ebullient Mr Lothar Spath, 
the premier of Baden-Württemberg, one 
of the richest and fastest growing states in 
Germany. Mr Späth, too, provided con- 
troversial grants of DM140m to keep a 
new Daimler-Benz plant within his state. 
Baden-Württemberg devotes one-tenth 
of its budget, or some DM3.6 billion a 





year, to science and research facilities to 
help its small companies stay ahead in the 
technological game. 

There seems to be little difference 
between the readiness of Mr Spath to 
intervene and that of Mr Rau, the SPD 
candidate for chancellor and premier of 
the state of North Rhine-Westphalia, ex- 
cept that Mr Späth is better at it, and is 
less burdened by the industries of the 
past. Precisely because he intervenes so 
well, Mr Spáth is a CDU politician to 
watch. 

When the British prime minister, Mrs 
Thatcher, found her desire to curb the 
role of government thwarted by the 
spending of local authorities, she rapidly 
trimmed their financial powers. Ger- 
many's federal system is better insulated 
against the beliefs of the central govern- 
ment. The Lander have played their part 


Spáth, the cheerful fixer 


in slowing down the reform of the Ger- 
man tax system: they covet their revenues 
too much. The independent whims of the 
federal states pop up more and more 
often on the current German scene. 
Deregulation and state monopoly: The 
Kiel Economics Institute has just sent the 
government a report as thick as a tele- 
phone directory on the scope for deregu- 
lation in the German economy. Anyone 
who has been told by the dreaded TUV 
(Technische Überwachungs Verein) that 
the direction indicators on his car are 
blinking at the wrong rate, or has found 
every shop in Cologne closed on Saturday 
afternoon, or has tried to have a simple 
telephone-answering machine installed 
knows that West Germany is regulated up 
to its eyeballs. Indeed, the people of 
Frankfurt flock to the airport at the 
weekends—the only place they will find 
any commercial action. 

The Kiel report contains pages of sug- 
gestions for liberalising the West German 
economy. Some, like the idea that skill- 
certificates should be optional for crafts- 
men, touch the heart of the German 
economy—its further education system. 
Others, like the idea that the Bundesbagn 
(the Federal railway) should allow private 
carriers to use its lines, seem impractical. 
But the opening up of Germany's tele- 
phone monopoly is an inevitable test for 
any government that has come to power 
claiming that the economy needs a dose 
of liberalism. 

The Bundespost has the sole right to 
sell anything plugged into its telephone 
lines. The Kiel study thinks it should lay 
down technical standards and throw the 
market open to competing suppliers at 
home and abroad. It should stop favour- 
ing German suppliers in buying its equip- 
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; 6% of GNP, in 1 1985, a because 
the government introduced new tax re- 
liefs on. housing and farming, and raised 
subsidies in the steel industry. This year 
the rate of increase has picked up. 

The Kiel study found that the bulk of 
subsidy was being paid to the service 
industries, particularly transport, rather 
than to manufacturing. (The Bundesbahn 
receives a D-mark in subsidy for every 
D-mark of value that it adds itself.) In 
1984 the average farmer received 
DM13, 500 in subsidies, the average ser- 





Only. two years ago the Americans, 
buoyed by growth and a strong currency, 
were telling Europe what a shake-up its 
economies needed. The OECD was under 
American pressure to talk less about 
macroeconomic management and more 
about microeconomic ills—rigidities, sub- 
_Sidies, regulations and so on. 

. Today Germans criticise the way the 
United States has combined microeco- 
nomic courage with fiscal cowardice. 
They also ask whether Thatcherism in 
Britain has not simply exposed deep- 
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the public like peacocks and promising to 
remove them quickly”. DT 

The Kohl government promises more 
action in its second term. There are three 
reasons to doubt its word. The fashion for 
liberalism is on the wane. German indus- 
try no longer seems to need a shake-up. 
And the comfortable economic moment 
for brave actions, in which Mr Kohl is 
now sunning himself without taking 
them, will soon pass. 


Little steps, if you please 


Which is the pace that suits German industrialists. 


seated British inadequacies—in’ educa- 
tion for instance. Has airline decontrol in 
the United States produced all the bene- 
fits hoped for? Or has it bred monopolies 
and threatened essential services? Are 
the equity links and loan finance which 
bind banks and companies together in 
West Germany really that bad, in a world 
which is increasingly worried about the 


instability of financial markets and the 


short-term outlook of. investment 
managers? 


German businessmen have long bene- 
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fited from a relatively calm climate in 
which to take their decisions. Real, long- 
term interest rates have been more con- 


“stant than those in Britain or the United 


States (chart 6). The real value of the D- 
mark has wobbled about less (chart 7). It 
was partly to achieve currency calm that 
Germany backed the creation of the 
EMS—to bring some 50% of its exports 
into a D-mark zone. 

So while German businessmen and fi 
nanciers pay lip-service to the cause of 
deregulation, they do not really object to 
what the government calls its “policy of 
little steps”. Konrad Adenauer, the first 
chancellor of postwar Germany, once ran 
for re-election under the slogan: “No - 
experiments." He knew his countrymen: 
even the rules and the rigidities and the 
subsidies and the bank network are part 
of their comforting continuum. Most of 
this extensive catalogue of interference 
evolved through a wearisome process of 
political and industrial logic—rather than 


through acts of ideological machismo. It 


provides. stability today—and puts off. 
adjustments till tomorrow. 
Anyway, Germans can argue, their | 









industry has adjusted and much more 
competently than was feared ten years 
ago. It is less daunted today by electronics 
and by the challenge from Japan. The 
period of economic worry and discomfort 
that brought Mr Schmidt to the end of his 
road also prompted a profound change in 
German companies. 

One key to West German wealth is the 
medium-size specialist manufacturing 
company, often privately owned. Compa- 
nies of this sort —with a turnover of up to 
DM2 billion and a workforce of up to 
3,000—account for roughly half of Ger- 
many's exports of capital equipment. One 
of the surprises of the 1970s was the way 
they mastered the challenge posed by the 
high D-mark, after the breakdown of the 
fixed exchange-rate order. It became 
clear that dedication to a particular prod- 
uct, continuous technical development, 
reliable delivery times, after-sales service 
and, above all, exact fulfilment of orders 
could outweigh quite a handicap on price. 

Much of the secret of this “individual 
service" had more to do with paperwork 
than with production skills. A recent 
study by the Dresdner Bank found that at 
tpe turn of the decade companies of this 
sort made great strides in putting small 
computers to work at invoicing and pro- 
duction control. So they were able to 
offer their careful German service more 
cheaply. And while West Germany was a 
laggard, overall, in designing and making 
microcircuits, its industry proved no 
slouch in putting chips to work in its 
products and in finding the right balance 
beween novelty and reliability. 

Miele, a family-owned domestic appli- 





' Even Mr aec is smiling now 
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ance company, was one of the first to put 
a microprocessor into a dishwasher. An- 
dreas Stihl, a father-and-son company 
that is the world's largest producer of 
chain-saws, put transistors into little mo- 
tors to keep its saws ahead of the game. 
Rotring, another private company whose 
name is synonymous with the pens used 
on drawing boards, moved deftly into 
computer-aided design, whose computer 
screens would otherwise have threatened 
its future. It got some of the skills needed 
to do this by buying Aristo, another 
family business which was once well 
known as a slide-rule manufacturer. Aris- 
to’s product had been doomed by the 
arrival of the pocket calculator, but it too 
had doggedly acquired electronic skills 
rather than go under. 

Stories of this sort are legion in West 
Germany: they tell of dedicated cultiva- 
tion of a niche and of making technology 
the servant of this process rather than an 
end in itself. The IFO economics institute 
in Munich found that small German com- 
panies were more likely to make, use of 
new inventions than big ones: 70% of new 
ideas were incorporated into the products 
of small companies—with sales of up to 
DM15m—within two years; within large 
companies only about one-third of the 
new ideas was used. 

Despite the need for a new mix of 
skills, West Germany's education system 
proved itself yet again in the recovery 
from the recession. Mr Heinz Dürr, the 
man who turned round the ailing electri- 
cal group, AEG, says unequivocally that it 
is the most important reason for Germa- 
ny's continuing industrial success. The 
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British National Institute Economic 
Review found that 60% of the West 
German workforce had a skills qualifica- 
tion, gained through apprentice training 
that culminated in written and practical 
exams; the proportion in Britain was 
30%. The number of mechanical fitters, 
electricians and building craftsmen quali- 
fying in Britain each year is between a 
third and a half of the flow in West 
Germany. 

This German system of on-the-job train- 
ing is so well established that Mr Kohl was 
able to exhort it to boost its number of 
training places from 631,000 in 1982 to 
706,000 in 1984. Not only large companies 
responded. The German craft sector (hair- 
dressers, plumbers, bricklayers and the 
like) employs 15% of the working popula- 
tion, four-fifths of them in firms of fewer 
than ten people, yet these little firms 
provided one-third of Germany's on-the- 
job training in 1984. 


The bottom line 


The other pillar of German industry—its 
large chemical, electrical and engineering 
companies—had to meet the challenges 
of the last decade in a more painful and 
sometimes riskier fashion. They shifted 
their emphasis to profit and away from 
sales volume: that sounds trite, but in the 
1970s the key statistic in a big German 
company's annual report was the number 
of people employed. A lot of emphasis 
was placed on the flow of orders needed 
to keep that workforce busy, while profit 
had the air of a residual item. 

The new awareness of profit forced a 
trimming of big-volume, small-margin 
business, a cutting of employment, a 
merger-and-acquisition spree in search of 
high-tech winners, and more overseas 
investment, particularly in the United 
States. AEG, whose crisis forced it to seek 
court protection from its creditors in 
1982, now has 73,000 employees com- 
pared with 162,000 in 1976. 

Mannesmann was known ten years ago 
chiefly for its steel pipes, ordered in vast 
quantities for the oil and infrastructure 
projects of the 1970s. Today that business 
IS a loss-maker and the company has 
moved with speed into telecommunica- 
tions equipment, through a holding in 
ANT Nachrichtentechnik, whose other 
shareholder is Robert Bosch, and into 
hydraulics, factory automation and pro- 
cess control. Mannesmann would have 
liked to have bought Dornier, the aero- 
space business, but this was snapped up in 
the most astonishing shift of German 
business strategy this decade—the deci- 
sion of Daimler-Benz to become a high- 
technology conglomerate. 

Daimler-Benz used to be the model of 
a German company that stuck to its last. 
It made and sold high-value motor vehi- 
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That's the way the Mercedes-Benz 


cles in a manner that seemed to shrug 
aside recessions, oil shocks, currency up- 
heavals and international competition. 
Now, and without any crisis in its affairs 
to force it to change, Daimler-Benz has 
decided that it will stay more easily on top 
of its business if it owns the diesel and 
aero-engine manufacturer MTU and ma- 
jority holdings in Dornier and in West 
Germany's second largest electrical com- 
pany, AEG. 

The chairman of Daimler-Benz, Dr 
Werner Breitschwerdt, explained in Sep- 
tember that his company could remain at 
the pinnacle of its trade only if the 
technical leaps represented by its model 
changes were widened, and if the elec- 
tronic content of its cars was continuously 
and rapidly updated. He forecast that by 






the year 2000 some 10% of the value of a 
motor car would lie in its electronics— 
instead of 0.5% today—partly because of 
the elaborate navigating and traffic-con- 
trol equipment that he foresees in tomor- 
row's cars. This will need a great deal of 


research and development, and Dr 
Breitschwerdt wants to share the burden 
with members of a broader group. 

This plan has poured a cocktail of big 
businesses into a formidable shaker. 
Daimler-Benz now has a turnover of 
DM70 billion, equivalent to 3.5% of West 
Germany's GDP. It employs more than 
300,000 people, making it easily the big- 
gest company in the country. It buys from 
30,000 other companies. The result of its 
experiment will affect the mood of the 
whole German economy. 


Still hooked on exports 


Beyond the election in January lies the prospect of an export slowdown. West 
Germany needs to become less of a manufacturing machine. Deregulation 


would help 


The Kohl government has not copied 
Daimler-Benz in making daring changes 
while times are still good. They are likely 
to get tougher from now on. Chart 8 on 
the next page shows how the recovery in 
the economy has been export-powered. It 
is true that this year domestic investment 
and consumer demand have played a big 
part in delivering real economic growth of 
3%. But a country that puts 30% of its 
gross domestic product into exports— 
twice the proportion of Japan—cannot 
grow independently of them. 

At the moment, there is a curious rift 
between the official forecast for the Ger- 
man economy next year—3% real 
growth, as in 1986—and what everybody 
thinks privately is on the cards. A would- 


be minister in the SPD is not sure he wants 
his party to win the election in January: it 
would put the SPD in charge of yet another 
hard slog. There is a general hunch that a 
fashionably high D-Mark, limp American 
demand and its global effects could make 
export business much more difficult to 
find next year. Yet the autumn report of 
the five West German economic insti- 
tutes, which confirmed the forecast of 3% 
growth, was based on a 4% expansion of 
world trade and a continuing, strong rise 
in German exports. 

If the more pessimistic hunches prove 
right, Mr Kohl will have to work harder in 
his next term to preserve the bend in his 
Wende. The Bundesbank will play the last 
shot left in its locker—the discount rate is 


already down to 3.5% and can hardly go 
lower than 3%. The stimulative tax re- 
forms will have to be brought forward. 
Further talk of paying for these reforms 
by "reducing the role of government in 
the economy” will seem academic. 

In short, a chance will have been 
missed. For while the West German econ- 
omy may have shown itself to be re- 
sourceful and adaptable over the past 
decade, its adjustments have been 
prompted by pressure. The German car 
industry is still in fighting form because, 
almost alone among large western coun- 
tries, it has never forced the Japanese to 
limit their sales in Germany. On the other 
hand, German manufacturers of telecom- 
munication equipment—Siemens in par- 
ticular—have not benefited, cash moun- 
tains apart, from their privileged access to 
a monopoly system. 


Lagging behind 

Germany, in common with France, cos- 
sets its small and inefficient farmers. It is 
a supporter of the common agricultural 
policy (CAP)—a system of price-rigging 
which gravely distorts the international 
division of labour. The CAP makes minjs- 
ters of third-world countries less able to 
pay for their Mercedes motor cars. 

The same division of labour is moving 
the workforces of developed countries 
into services. West Germany is a laggard 
here. Of the Group of Five countries, it 
has easily the highest proportion of its 
working population in industry—over 
40% , according to the OECD—and even 
allowing for the way modern manufactur- 
ing involves a lot of service-type work, it 
is clear that Germany's service industries 
are not as lively as they might be. 

The bulk of the recent surge in German 
capital investment went into the country's 
manufacturing and exporting machine, 
rather than into services. Yet services are 
an avenue for future growth that would 
both improve West Germany as a place to 
live and make that growth less dependent 
upon exports. The service industries pro- 
vide one of the few ways a country as 
materially wealthy as Germany can grow 
from within. 

Industrie, a West German business 
magazine, recently published a list of 
what businessmen saw as the best-run 
companies in their own country. With the 
exception of Deutsche Bank (appropri- 
ately, because German banking is an 
exception to this thesis) there was no 
service company in the top ten. The Kiel 
institute has found that services are par- 
ticularly subsidised and hemmed about 
with rules and restrictions. 

Are these two facts linked? Retailing, 
for example, is not an imaginative busi- 
ness in Germany. IKEA hit the stuffy 
furniture trade like a bombshell in the ' 
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International tele- 
communications. All 
over the world the most 
different types of com- 
puter must be able to 
communicate with each 
other without difficulty. 
The Deutsche Bundespost is consistently 
extending the telecommunication paths in 
the Federal Republic of Germany and world- 
wide. We offer greatest capacity, quality 
and efficiency in data transmission facilities 
which are tuned to customers’ needs, 
namely data transmission in the telephone 
network, packet-switched data transmission 
(DATEX-P), circuit-switched data transmis- 
sion (DATEX-L), leased circuits and fixed con- 
nections. We ensure economic efficiency by 
a fair tariffication policy. 

We participate actively and success- 
fully in the work of international bodies for 
the standardization of data transmission and 
for the worldwide extension of digital trans- 
mission technology. For international co- 





We are removing 
old barriers to 
co-operation. 





operation is the only 
means of securing the 
future of telecommuni- 
cations. 

Up-to-date and 
extensive information 
about international data 
transmission is given in a brochure published 
by the Deutsche Bundespost under the title 
"Worldwide Connections. The Deutsche 
Bundespost — Your Partner 
for Data Transmission’’. You 
can order this brochure by 
sending the coupon to the 
following address. 


The Federal Ministry 

of Posts 

and Telecommunications 
Section 274 

P.O. Box 8001 

D-5300 Bonn 1 

Telex 8861 101 
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IF YOU HAVE HIGH EXPECTATIONS, 
CONSIDER BAYERISCHE LANDESBANK. 


l, New Pinakol! 





Plus professional experience and e International loan syndications branches in London, Singapore, and New 
market access. With Bayerische e Management of bond issues and York (with IBF and Grand Cayman Branch) 
Landesbank as your banking partner private placements as well as a wholly-owned subsidiary in 
you'll get these and a great deal more, e Placement and trading in international Luxembourg helps give us the scope and 
including typical Bavarian drive and and domestic securities, including own flexibility to tackle big international projects 
friendliness. bonds and SD Certificates. For your planning look to Bayerische 

As one of Germany's largest univer- Our international network, including Landesbank. 


sal banks, we have the capacity to 
undertake projects of any complexity, 
offering capabilities such as: 


C NM Bayerische Landesbank 


e Euromoney market operations in all 
major currencies international Banking with Bavarian Drive and Friendliness 


Head Office: Brienner Strasse 20, 8000 München 2, Tel.: (89) 21 71-01, Telex 5 286 270, Cables: Bayernbank Munich. Branches: London, Tel.: 726-6022; New York, Tel.: 310-9800; Singapore, Tel.: 
2 226925. Subsidiary: Bayerische Landesbank International S.A., Luxembourg, Tel.: 47 59 11-1. Representative Offices: Toronto, Tel.: 862-8840; Vienna, Tel.:66 31 41; Johannesburg, Tel :8381613. 
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Economic growth since 1955 
Annual average changes of GNP and 
its components in real terms 
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What drives West German GNP 
1980«100 





1980 81 82 83 B4 85 86' 








Sources Dresdner Bank, IMF: Bundesbank 


mid-1970s, but it came in from Sweden. 
Where are the German Habitats, Marks 
and Spencers or McDonalds? Are the 
rules about opening hours, and sites, and 
discounts, and special offers, and promo- 
tions, part of the problem? A country that 
is Starting to enjoy itself is one in which 
such businesses could take off—provided 
ghey are allowed to. 

The advantage of a more liberal ap- 
proach to services—as against such an 
approach to goods—is that it makes 
ideas, skills and jobs flow into a country, 
rather than imports. Fresh ideas in retail- 
ing, public transport, internal air services, 
the professions, telecommunications, 
broadcasting, the insurance business—all 
these could lead to new forms of employ- 
ment and growth in West Germany. But 
cocooned vested interests will have to be 
exposed to more rivalry first. 


A change in habit 


Frankfurt is developing well as an inter- 
national financial centre, in part because 
fussy constraints on who can do what 
have been swept away. Forty new banks 
moved into Frankfurt in the five years to 
the end of 1985. The Bundesbank admit- 
ted in its latest annual report that “Ger- 
many’s role as a financial centre could be 
enhanced further if it were possible to 
eliminate some remaining tax, organisa- 
tional and procedural obstacles”. It has 
been true to its own words: part of 
Frankfurt’s new momentum is due to 
deregulation by the central bank. 

The cosy Frankfurt finance clubs have 
been ventilated. Foreign banks are now 
allowed to lead-manage D-Mark denomi- 
nated Eurobond issues and to join the 
consortium that organises the issue of 
German government bonds. Modern fi- 
nancial instruments like floating rate 
notes, currency swaps and zero-coupon 
bonds are now permitted: the Bundes- 
bank once frowned upon them because it 
felt they blurred the clarity-of-choice and 


THE ECONOMIST DECEMBER 6 1986! 


the transparency needed in a soundly run 
financial system. 

A minor version of London's 
bang" is rumbling through German fi- 
nance. "Securitisation"—the new habit 
of getting investors to lend dirgctly by 
buying securities, rather than via deposits 
in the banking system—looms darkly for 
Germany's big banks. They have done 
nicely out of an ingrained German habit 
of looking to bank loans for finance. The 
habit is now cracking. The German banks 
find themselves under competitive pres- 
sure in the less profitable business of 
placing bonds or commercial paper. A 
Swiss-American bank, CSFB-Effecten- 
bank, has mounted a particular challenge 
here. Meanwhile, insurance companies 
are moving into banking, forcing the 
banks to think about moving into insur- 
ance. It is all strikingly unGerman—and 
stimulating. 

Equities have not been popular with 
Germans since the war—whether as an 


"big 


e Forecast t First half 


investment or as a way of raising money. 
That is gradually changing, too. Turnover 
on the stock exchanges— West Germany 
has eight, though they are slowly merg- 
ing—has risen sharply. German indus- 
try's lack of equity capital, and its shock- 
prone dependence upon bank borrowing, 
were widely cited as a problem during the 
1970s. Since 1980 there has been à new 
trend among privately owned firms to 
float themselves on the stock exchange: 
Porsche, Springer and Nixdorf are well- 
known examples. There is also a fledgling 
venture-capital business involving firms 
like Techno Venture of Munich. 

It is still too early to talk of a sea- 
change here. Many successful private 
companies still view the idea of "going 
public" with mistrust. The recent show of 
enthusiasm could vanish with the foreign 
investors who have stoked up the mar- 
kets. But there does seem to be some 
underlying shift of Germany's financial 
habits in the direction of risk capital. 





The users are deregulated, hé telephones ae wet 
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; All round the world, changes in the political and economic climate will 
. affect your business. The impact of every new development - oil prices in 
- Saudi Arabia, inflation rates in South America, sanctions in South Africa ~. 


Businessmen need reliable and regular intelligence briefings on the 
business prospects for every major sector in every economy. 
coc That's why The Economist Intelligence Unit publishes 92 Country 
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By evaluating growth prospects, investment and consumer spending trends 
and by assessing opportunities and business problems, the Country Reports 
alert you to changes in the business environment and indicate others on the 


horizon while the annual Country Profiles provide essential background 


information. 


There is no comparable service anywhere in the world supplying such 


accurate and reliable business forecasting on so many countries. 


Reports every quarter (formerly Quarterly Economic Reviews) to help you 
stay in touch with what's happening in all your main international markets. 
‘They give you facts and analysis - designed specifically to meet your 
business needs. 
They save you time and money on research by giving you accurate and 
asily accessible business intelligence. i 
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From red Rudi to booming Boris 


In 1964, Ralf Dahrendorf wrote of ''the paradoxical possibility that democracy 
might be destroyed while it is being protected". West Germany no longer 
needs protection of the suffocating sort 


Both in the economy and in society, this is 
a good moment for West Germany to 
loosen the harness of rules, norms, speci- 
fications, standards and set-procedures in 
which its people live out their lives. They 
keep German lawyers rich, but they are 

. no longer needed to hold together the 
country's carefully built postwar order 
because—a  fanatical terrorist fringe 
apart—the threat of a violent spurning of 
that order has faded away. 

The attitude of German youth has 
changed a lot over the past 15 years. In 
the early 1970s it was shot through with 
radicalism—Maoist, Trotskyist, Leninist, 
Spartakist, you name it—which seemed 
both to threaten, and justify, the careful 
checks and balances of West Germany's 
defiocracy and economy. By the late 
1970s, this anger had been replaced by a 
less violent but equally passionate con- 
cern for the pollution of Germany’s in- 

“dustrial life and the atomic weapons that 
defended it. The Greens flowered. 

Today, German youth is conserva- 
tive—more interested in getting on in 
modern German life than in challenging 
it. Rudi Dutschke, the archetypal angry 
student, was the idol of the first of these 
phases; Petra Kelly, one of the founders 
of the Greens, the heroine of the second. 
The models for the present are Boris 
Becker and Steffi Graf, the prince and 
princess of the international tennis cir- 
cuit, or Jil Sander and Uta Raasche, 
successful fashion designers—all clean- 
limbed young winners. German students 
have gone back to calling their university 
rectors Magnifizenz—no less—and the 
rectors describe them as zu ruehig, too 
quiet. “Thank God the preacher wasn't 
an ecologist”, said a girl of 15 coming out 
of church with your correspondent the 
other day. “And didn't talk about atomic 
weapons." another added. 

Mrs Hannegret Hónes, leader of the 
parliamentary Green party, provided 
sounder evidence of this mood. She has 
recently found herself under attack at 
meetings of young people for her views 
on atomic power (anti) and abortion 
(pro): "We used to just sit back, grin, and 
let speakers from the other parties dig 
their own traps. Just a word would suffice 
to rally the young. Not any longer." The 
Greens have become aware that they are 
a green bulge, moving up the age struc- 
ture. The party's activists are now mainly 
in their thirties and early forties. They are 
thinking of founding the “Young 
Greens" to get back in touch. 
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Becker, a roaring success 


The most popular explanation for this 
yuppie Germany—the Americanism has 
caught on there—is that young conserva- 
tism is in vogue in the West, and that a 
dose of recession and unemployment has 
concentrated young minds. But this is 
wisdom after the event. The first, bad 
wobble in West Germany’s Wirtschafts- 
wunder, in the late 1960s, had exactly the 
opposite effect on youthful politics. 

It is no coincidence that radicalism was 
at its height when there was a “grand 
coalition” of the two main parties, stick- 
ing to a blueprint for West Germany that 
had not been revised since the war. It 
established a country on parole for good 
western behaviour, dedicated to econom- 
ic reconstruction, to the NATO alliance 
and to Europe. Worthy aims all, but 
made less appetising after a time by the 
lack of democratically available alterna- 
tives. It was not until the SPD championed 
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ostpolitik and, later, the Green view 
could be heard on the floor of the Bun- 
destag, that this mixture was leavened 
with some home-grown German ingredi- 
ents. The Greens, in particular, shook up 
the options on the menu of German 
democracy. They have infused their val- 
ues into the main parties. Awareness for 
the environment has become a middle- 
class norm. In Hamburg, there is now a 
five-month waiting list before one of the 
city's "environmental counsellors" can 
come to your house and advise you how 
to avoid poisoning, or being poisoned by, 
your surroundings. 

The national worry about the blight in 
forests made West Germany force the 
pace towards tougher European controls 
on the poisons in motor-car exhausts. The 
government has introduced tax breaks on 
cars which use lead-free petrol. It has 
passed a law requiring some DM6 billion- 
10 billion worth of scrubbers to be in- 
stalled into the chimneys of the country's 
larger coal-burning furnaces. The rapid 
increase in spending on the quality and 
cleanliness of West German life adds a 
significant extra fillip to domestic 
demand. 

The disaster at Chernobyl further 
boosted this sentiment. It had a much 
greater impact on public opinion in West 
Germany than in either Britain or France. 
The SPD's election platform now proposes 
the gradual winding down of nuclear 
power, so that option is now on the real 
political agenda. The CDU only managed 
to restore its fortunes after Chernobyl by 
appointing Walter Wallmann, a former 
mayor of Frankfurt with great popular 
appeal, as West Germany's first minister 
of the environment. It was a move that 
showed Mr Kohl at his best. 


In the same boat 


Conservatism and quality of life: both 
show up in the current stance of West 
Germany's trade unions. Mr Helmut 
Schmidt used to describe the unions as 
skilful milkmaids coaxing just the right 
amount of money out of the German 
industrial cow to leave it in good health. 
Industrialists were less relaxed about 
them: there was intense debate during the 
1970s about parity mitbestimmung, the 
German system of worker participation in 
management that gives unions and work- 
force an all-but-equal say in the way any 
German company with more than 2,000 
employees is run. 

Parity mitbestimmung is now part of the 
landscape. The milkers eased up. This 
year will be the first year since 1979 in 
which the average West German worker 
has had a real pay rise. The emphasis of 
union demands for much of this decade 
has been on a shorter working week, 
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partly in order to create jobs for the 
unemployed and partly because of a 
growing interest in leisure. The average 
blue collar worker in West Germany is 
already earning DM40,000 ($19,800) be- 
fore tax—and yet, according to Dresdner 
Bank, he was, this summer, still cheaper 
per unit of output added than any other 
European worker except a Spaniard. 

The working week was reduced from 40 
hours to 38.5 hours in 1984, and the 
largest union IG Metall, with 2.5m mem- 
bers out of a total union membership of 
7.8m, is determined to get it down to 35 
hours in 1987. There was a rare strike to 


push through the cut in 1984, and the 
unions talk toughly about more of the 
same for the next one. They have recently 
achieved a rather angrier brand of soli- 
darity against the conservative govern- 
ment: they were stung into it after the 
government changed the law to make it 
impossible for workers laid-off because of 
strikes by others to claim social security. 
But it would be wrong to conclude that 
the unions are going to become uncon- 
structive. They are still on the defensive. 
Their image has been hit by the collapse 
of their property group, Neue Heimat. 
They are not attracting enough loyalty 


Dolce vita—süsses Leben 


It is still too early to talk of “swinging 
Deutschland”, but West Germany is 


steadily becoming a less tense and more 
pleasurable place to live. After the hard 
grind of the Wirtschaftswunder in the 
1950s, and the constant anxieties of the 
1960s and 1970s, West Germans are at 
last on the look-out for stylish fun. They 


can afford it. The average white collar 


worker is now earning £20,000 ($30,000) 


a year before tax. They have the time for 


it. The working week is already down to 
38.5 hours and further cuts are in store. 
You run into the rush-hour in German 
cities driving back from a late lunch. 

The lunch may well have been a good 
one. The cooking in Germany has made 
great strides in quality and variety. 
Bland schnitzels and chips are on the 
retreat before Italian, French, Greek 
and other foreign fare. Many more res- 
taurants now rate a Michelin star. The 
Germans have long been world-champi- 
on spenders on holidays abroad—they 
dispense DM40 billion in this way each 
year. Now they are demanding foreign 
cooking the whole year round. 


This invasion of foreign food may even 
be getting out of hand, with pizzerias 
driving out venerable Gastárte where 
good German dishes could be enjoyed. 
But in the world of fashion the invasion 
is going in the other direction. West 
Germag designers, especially women, 
are competing more strongly on the 
European market with the well-estab- 
lished talent of Italy and France. Jil 
Sander of Hamburg led the way with 
cool and elegant dresses. Now there are 
many other success stories—the glamor- 
ous collections of Uta Raasch and Caren 
Pfleger, or the exotica from young de- 
signers in Berlin. 

A revolution in underwear suggests à 
new German hedonism: practical num- 
bers in white cotton have given way to 
lacy sweet nothings, whose ubiquitous 
advertising confirms that German wom- 
en long ago shed the shape and voice of 
the Wagnerian soprano. The "frauen- 
wunder”, as the the post-war revolution 
in the German figure was called, is as 
wonderful as ever. The shapes are fur- 
ther refined in an almost Californian 





Stirling work in Stuttgart 


from the young. They are stuck with blue- 
collar members and attitudes in a white- 
collar world, and they know it. The new 
head of IG Metall, Mr Franz Stein- 
kuehler, is a young and tough cookie but 
he is no Arthur Scargill. He is an ex- 
tremely well-paid, chauffeur-driven meri- 
tocrat, who likes opera, wine and fast 
cars. Mr Steinkuehler will thump tables in 
an appropriate fashion, but behind the 
scenes he will help restore the union 
movement's position as one of three 
equal partners—government, unions, 
management—in West | Germany's. 
wealth-creating machine. 


obsession with sport. “Free time cen- 
tres", with swimming pools, tennis 
courts and saunas, have proliferated ev- 
erywhere. The clientele draw inspiration 
from the new German heroes. The 
sports equipment industry goes from 
strength to strength. 

The soul is being catered for as well. 
Many German cities were rebuilt in 
undescriminating haste after the war. 
Pedestrian zones were carved out of 
them in the late 1960s and early 1970s. 
They drove the traffic away but offered 
little temptation to anyone to linger in 
them long. Gradually cafes, stalls, street- 
shows and street life have taken root, 
and have complemented an outpouring 
of money into culture and the restoration 
of the battered past. 

Cologne, whose windswept plaza by 
the cathedral was a good example of a 
sterile place not to stay too long in, has 
just been transformed by the new Lud- 
wig Arts complex which slopes down 
over what was once an obnoxious free- 
way to the banks of the Rhine. Frank- 
furt, long and rightly shunned as a place 
to live, now has a river bank full of fine 
museums devoted to film, architecture, 
arts and crafts. It is also sprucing up the 
grand old villas of its west end, which a 
little more than a decade ago, were the 
scenes of battles between the police and 
radical youth. 

In many other German cities the story 
is the same. A rough estimate suggests 
that some DM2 billion of tax-payers’ 
money has been devoted to the building 
of museums alone in the past ten years, 
and at an accelerating rate. Meanwhile, 
concert halls have not been neglected. 
There is the new Gasteig centre in Mu- 
nich, another in Cologne, and the lavish- 
ly renovated old opera house in the 
middle of Frankfurt. Almost every big- 
gish German town has had its own opera 
house for some time: now better homes 
are being found for symphony orchestras 
and smaller ensembles as well. 

But the most striking change does not 
lie in these heavyweight investments in 
the quality of life, nor in Germany’s 
capital spending on a purer environ- 
ment. It lies in the new spontaneity with 
which these good things are enjoyed. 
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This highly motivated select group of young men and women 
has been chosen from among several hundred applicants. 

They represent 18 different nationalities. They have outstanding 
educational qualifications from the world's foremost universities » 
and have demonstrated leadership capabilities based on an ad 
average of nine years’ work experience. 


They are embarking on a very demanding programme of 

course work, research projects, consulting activities lasting over ap 

ros mos (and they may even find time for some fun in the : 
ps...). 


Upon graduation in May 1987, they will join the élite group of 
managers from which the future leaders of international 





business will emerge. 
MBA Office, 4 chemin de Conches, 1231 Conches-Geneva, Switzerland. Telex 427 452. 4 | 
Telephone (Int'l + 4122) 47 11 33. Telefax (Int'l + 4122) 46 44 39. £ 
i 
d ‘ 
: 
International Management Institute, Geneva ' 


Established in Geneva in 1946, IMI is an independent not-for-profit foundation with a substantial permanent faculty teaching, researching and consulting on all aspects 
of advanced management for multinational companies, governments and international organizations. It provides a comprehensive range of general and functional { 
management education programmes, together with seminars on current issues. The MBA degree is awarded jointly by IMI and the University of Geneva 
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The good old days: 
lrate boss: "Where's Pilkington!?" 
Worried secretary: "/ don't know, sir. 
He's not in his office?” 
Angrier boss: "/ don't care! 
I want him now! The customer's 
waiting for an answer!" 
Forlorn secretary (running down 
corridor): "Yes, sir. I'll see 
what / can do^ 


Nearly as fast as thought transfer 


MINIFON® — made by ANT Tele- 
communications, West Germany's 
largest producer of radio paging 
systems. 


MINIFON - a flexible equipment 
family with solutions for almost any 
situation - opens up new horizons 
in direct person-to-person communi- 
cations. Up to 10,000 handheld 
pagers for on-site paging, where 
each employee can be contacted 
directly from any telephone or any 
pager. The inbuilt LCD displays 
coded messages indicating what 


The modern office: 


Calm boss: "Where's 
Mr. Pilkington, Mary ?" 
Cool secretary: "He's not 
in his office, but I'll 
page him. Just a 
moment, please...” 
Pilkington: “Pilkington here...” 


immediate action is to be taken 
(customer-specific code). Messages 
can even be sent to the engineer 
from machinery which has devel- 
oped a fault. 


MINIFON - the versatile form of in- 
company communication. It's nearly 
as fast as thought transfer. 


ANT Telecommunications — we have 
the technology of the future backed 
by our own research and develop- 
ment. And many years of experience 
to meet your communications re- 
quirements. 
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high technology 








Telecommunications 


ANT Nachrichtentechnik GmbH 
GerberstraBe 33, D-7150 Backnang 
Fed. Rep. of Germany 

Tel. (7191) 13-0, Telex 7 24 406-0 


Agencies and representatives in 
75 countries all over the world 
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Benign self-assurance 


West Germany is not moving an 


here surprising. It will have its impact 


simply by insisting on the values of its new German-ness 


The catalogue of challenges met and fears 
proved groundless in this survey suggests 
pee And, indeed, there is more 

an a smattering of self-satisfaction in 
West Germany's new confidence. Helmut 
Kohl conveys it. He is insensitive about 
Germany's recent history. He basks in the 
happy present. He does not voice many 
visions or warnings for the future. It is 
fitting that his speeches should be bal- 
anced by those of Mr Richard von Weiz- 
sácker, the West German head of state, 
who has a gentle way of pricking self- 
satisfaction with sharp reminders of the 
past, while remaining proud of what has 
since been achieved. 

Patriotism is making a come-back. The 
CDU has clearly tapped a seam with its 
talk of “fatherland” and Heimat. Mrs 
Hónes of the Greens says candidly that 
the left has shied away from Heimat for 
too long, because of echoes of the past, 
and cannot allow the conservative right to 
monopolise the idea any longer. Heimat 
means “home” or "native place"—the 
latter an ugly rendering because there is 
no word in English that conveys the full 
sense of it. The call of Heimat has a long 
history in Germany: it involves local 
traditions and dialects, small towns in 
which life goes on, an element of back-to- 
the-land, and escape from cities and 
industries. 

There is racism, too, in modern Ger- 
many. The guest-workers, who solved the 
labour shortage in the 1960s, are less 
popular today, when unemployment is 
high. It is tempting to equate around 2m 
working foreigners—mainly Turks, Ital- 
ians and Greeks—with unemployment of 
the same order. Yet it is quite clear that 
many of these foreigners are doing jobs 
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that modern Germans would nót stoop 
to. The polls show that Germans do not 
appreciate them. The government has 
responded with checks on work permits, 
and with a scheme that offers tidy sums of 
money to guest-workers who agree to go 
home and stay there. 

Immigration almost became an issue in 
the forthcoming election. The govern- 
ment found itself under pressure from its 
own right wing to stem the flow of people 
from the third world—Pakistan, Ghana, 
Iran and Lebanon—seeking a new life in 
West Germany. They were being let in 
through East Berlin by the East Germans 
at a rate of 100,000 a year, and they 
claimed the right to asylum under the 
West German constitution. Many came 
for economic rather than political 
reasons. 

The government planned to change the 
constitution to stop the flow, and passions 
ran high in the Bundestag. Mr Kohl was 
saved by an East German decision to block 
the loophole. East Germany did not want 
to hurt its lucrative ties with West Germa- 
ny. The Soviet Union did not insist that the 
embarrassment should continue once it 
had given up its attempt to "punish" West 
Germany for accepting the American 
medium-range nuclear missiles. 

Though immigration is no longer a 
factor in this election, a whiff of xenopho- 
bia remains. Yet, were it not for history, 
it would be hard to claim that Germany's 
racism was worth more attention than 
that in other European countries. One of 
this year's best selling books in Germany 
is Günter Wallraffs Ganz Unten (Rock 
Bottom), which exposes the tough life of 
a Turkish guest-worker. A million copies 
sold does not suggest public indifference. 
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Getting closer, but staying 
apart 

Self-confidence, German-ness, patrio- 
tism, fatherland: surely the next move 
must be towards a re-unification of the 
two Germanies? The French have long 
been obsessed with this prospect. A re- 
cent and amusing example of their fix- 
ation is an essay by Brigitte Sauzay, “Le 
Vertige Allemand." She sees the Green 
movement as a process of German self- 
rediscovery whose outcome will rock the 
precarious political balance of the past 40 
years, explaining: 


Eco-pacifism contains the same ingredients 
as other (German) ideologies, particularly 
Nazism, but leads in the opposite direction. 
The state is no longer adulated, but ab- 
horred. Nationalism still plays an important 
role, but instead of tending towards agres- 
sion it tends towards turning the other 
cheek. Instead of justifying brutality and 
cynicism, the new ideology wants to remake 
the world in non-violence and kindness. 


The wish in West Germany for such a 
neutral, re-unified country—let alone its 
likelihood—is belied by the continuing 
pull of the political centre and the diffuse 
appeal of the divided Greens. There is 
also a conundrum to account for. Polls 
show that popular support for re-unifica- 
tion, as an aim of government policy, has 
fallen away since the 1960s. Yet during 
that time the idea of the German father- 
land -has made a comeback, and the 
number of practical links between the two 
Germanies has increased sharply. “We 
talk about it a lot, but we do not think 
about it," Mr Theo Sommer, the editor of 
Die Zeit, said wryly of re-unification. 

The answer is that there is a restored 
interest and pride in being German, but 
not much of a desire for one re-assembled 
German state. The language, culture and 
history of the German people has long 
spilled out beyond one set of national 
frontiers. To Germans, nation does not 
have to mean nation-state. 

But it must mean a degree of contact, 
involvement and freedom of movement 
thatisatodds with an ideological divide like 
the iron curtain. Two Germanies, whose 
leaders (Mr Schmidt and Mr Honecker) 
exchanged solemn vows that “war will 
never again go out from German soil", 
form a strangely compromised front-line. 

A progress report, published by the 
CDU/CSU parliamentary party this au- 
tumn, showed how the Kohl government 
has been burrowing away at the divide, 
increasing the flow of visitors from East 
Germany to West, boosting the quantity 
of books and records they can take back, 
spending money cleaning up East Ger- 
man rivers that flow into West Germany, 
paying for the upkeep of historic monu- 





p Ww? sy" 8 COP TIANYA TRF 


.30 SURVEY WEST GERMANY 


ments, and much more. The overall im- 

= pression is of a web of commitments 

_ binding the two states together with a 
thousand threads. 

West Germany itself is tending to be- 
come more of a Germany of regions and 
less of a centralised state—even though 
the country already has a federal struc- 
ture. The Bavarian tradition of having its 
own version of the CDU has long been a 
German oddity, reflecting Bavarian 

T doubts after the war whether it wanted to 
be part of the Federal Republic at all. 
_ Now the premiers of the federal states are 
t starting to jet around the world and 
_ conduct their own foreign policy. Oskar 
Lafontaine, the left-wing premier of the 
Saarland, caused a mild flurry in Bonn 
recently when he announced that the 
town of Saarlouis would be twinned with 
Eisenhüttenstadt in East Germany, the 
first twinning with a town in the other 
Germany. The capital would have liked 
to have had a say. 

The foreign ministry is worried by the 
wish of federal states to have more con- 
trol over West Germany's European poli- 
cies. Some of them have opened offices in 
Brussels. The Bundesrat, the upper 
house of the German parliament, consist- 
ing of representatives of the federal 
states, has held up ratification of the 
Single European Act, which is supposed 
to speed up EEC decision-taking. The 
federal states want to be consulted on 
deals which affect them. Bonn fears it will 
no longer be able to bargain in Brussels 
and settle for the best deal it can get. 


Forty years on 


In the early days of the common market, 

West Germans were prepared for a Euro- 

pean identity to replace what was still a 
shameful national one. That ideal has 
faded, and German-ness has made a 
-= come-back. West Germany is still a com- 
_ mitted EEC member, and pays the biggest 
— share of the EEC budget. But it has not 
launched new European initiatives of 
late, and it is increasingly reluctant to 
_ surrender German values for the sake of 
EEC solidarity. Examples: its support for 
= some famously inefficient farmers; its 
j protectionist insistence that beer in West 
i 
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Germany must be of German purity; its 
nit-picking arguments against wider use 
of the ECU; its reluctance to send high- 
T flying politicians and civil servants to 
. Brussels. 
| West Germany's interest in Europe has 
JJ gone back to its core—the special rela- 
_ tionship between Bonn and Paris. The 
. two countries have matching views of the 
. EEC, stronger in Euro-rhetoric than Brit- 
ain's, and a little leery of the practical 
consequences of the single European 
market that Britain has been pushing for. 
The Bonn-Paris axis has recently been 
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reinforced by a limited French commit- 
ment to the forward defence of West 
Germany. 

Within NATO the balancing act between 
West Germany's priorities and those of 
the United States has been made particu- 
larly tricky by the hardening of America's 
relationship with the Soviet Union. This 
CDU government has somehow had to 
combine a western conservative's loyalty 
to the United States with a new German 
conservative's interest in East Germany. 

So far Mr Kohl has pulled it off. The 
gradual thawing in American-Soviet rela- 
tions has helped him. West Germany has 
long been singled out by Moscow as the 





Wise Weizsácker 


most easily influenced part of the NATO 
alliance. It is to Mr Kohl's credit that he 
has endured Russian ostracism and at last 
seen the Soviet Union soften its ap- 
proach, resigned to the fact that Mr Kohl 
will be re-elected. 

Looking back to the 1960s, when a 
CDU-led government could barely talk to 
East Germany because West Germany 
still had not recognised it as a state, one 
sees the remarkable difference made by 
20 years. Then, the two Germanies were 
the area where the two power-blocks 
ground together most threateningly. To- 
day, the two countries force the pace of 
rapprochement, whether the two blocks 
feel like it or not. A CDU-led government 
has developed its links with East Germa- 





ny to the greatest extent that Russian 
frostiness allows, and East Germany has 
reciprocated. It is quite possible that a 
conservative chancellor will be the first to 
receive an East German head of state on 
to West German soil—once Mr Gorba- 
chev has led the way, to be sure. 

At the same time, the West German 
government has resisted American calls 
upon it to add more growth to growth in 
order to help the Americans out of the 
fiscal pit they have dug for themselves. 
Mr Kohl is known in Germany as a 
"sitter-outer", who simply waits for prob-. 
lems to blow over. So far the technique 
has worked: more decisive forms of crisis 
management have not been called for. 

The obtrusiveness of German foreign 
policy is kept to a minimum by Mr Hans- 
Dietrich Genscher of the FDP, who has 
now been in the job for 12 years. He 
travels tirelessly, cosseting his country's 
awkward mix of relationships. He barely 
puts a foot wrong. His statements are 
jewels of smooth diplomacy, with never a 
flaw for a critic to drive his chisel intó. 

This very blandness prompts a ques- 
tion. Is this a foreign policy worthy of 
West Germany—to play the virtuo 
man-in-the-middle between two power 
blocks with such a moral gulf between 
them? Not to choose more, criticise more 
or set more of a stamp upon the world? 
There are two answers. 

In May 1985, the federal president, Mr 
Richard von Weizsácker, made a speech 
40 years after the second world war had 
ended. It was popularly acclaimed as one 
of the great West German speeches since 
the war. In it, he explained that a fortieth 
anniversary was a two-edged moment, 
combining the confidence of a new gener- 
ation untouched by war, with the danger 
of forgetfulness and complacency about 
the past. He said that the suffering Ger- 
many had inflicted upon eastern Europe 
and Russia gave it no option but to seek 
friendship with the Soviet Union. Forty 
years on, West Germany was still bound 
not to assert itself, not to impose its 
beliefs upon others. 

The stronger answer lies in what West 
Germany has become, rather than in 
what it does—in the new German values. 
The country is democratic and pluralist. 
The individual is free. The state provides 
as good a system of social security as any. 
The relationship between capital and la- 
bour is fair. Quality is now seen to matter 
as much as quantity. There is every sign 
that the country will stand by these values 
if they are put to the test, because the 
neutralism of the left will not be adopted 
by the governing centre. What more can 
the rest of the world want? Less gloomi- 
ness? The angst is dispersing. Less “‘if-it- 
moves-regulate-it"? That is something 
the government should get on with. 
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From the right vantage point, your vistas extend 
to even distant markets. Let’s look them over together. 


he deeper your insights into a coun- 
try and its economy, the better your 
prospects in international business. Take 
intelligence on optimum modes of payment 
and methods of financing, for instance. To 
support your foreign commitment success- 
fully, your bank partner must be able to 
provide such information firsthand. 
Thats why DG BANK has steadily 
expanded its international network of 
branches and subsidiaries in major finan- 


cial centers. In addition, we maintain corre- 
spondent relations with some 3,000 banks 
worldwide. As a member of the UNICO 
Banking Group, DG BANK cooperates 
closely with five large West European banks. 

To its international presence, DG BANK 
adds a universal range of services: from 
foreign exchange cover to Euroloans, from 
export financing to bond issues, from invest- 
ment counselling to assistance in entering 
new markets. Whatever your needs, our fast- 


DG BANK C4 


action policy ensures that you rapidly get to- 
gether with the right people and lose no time 
in analyzing all the risks and opportunities. 

Head Office: DG BANK, P. O. Box 
100651, Am Platz der Republik, D-6000 
Frankfurt am Main 1, Federal Republic of Ger- 
many, Telephone: (69) 74 47-01, Telex: 412 291. 

Offices in: New York, Los Angeles, Rio 
de Janeiro, Hongkong, Singapore, Tokyo, 
Kuala Lumpur, London, Luxembourg, Zurich. 
The broadly based Bank. 





Helaba Frankfurt in brief. A solid 
banking partner. 


Helaba Frankfurt is a govern- 

ment-backed universal bank rank- 
ing among Germany’s foremost 
financial institutions with total 
assets exceeding DM 66 billion. 
It offers a broad range of commer- 
cial and investment banking facili- 
ties as well as brokerage and invest- 
ment advisory services. 


At the heart of 


"y 


Germanys financial capital: 
Helaba Frankfurt 





Helaba Frankfurt serves both 
domestic and international clients. 


Concentrating on wholesale 
banking, especially in the medium 
to long-term sector, Helaba Frank- 
furt tailors its comprehensive ser- 
vices for large corporations, central 
banks, government entities, and 
other financial institutions. More- 
over, it acts as banker to the State 
of Hesse. 

Funding is facilitated through 
issuing its own bearer bonds and 
SD Certificates (Schuldscheindar- 
lehen). The total outstanding is 
some DM 28 billion. 

Helaba Frankfurt is also at 
home in key international markets, 
operating for example full service 
branches in London and New York 
as well as a Luxembourg subsidiary 
specializing in Euromarket trans- 
actions and private banking. 





You'll find Helaba Frankfurt in 
major financial centers. 


Head Office 

Junghofstrasse 18 - 26 

D-6000 Frankfurt/Main 

Tel. (069) 132-01 - Tx. 415291-0 


New York Branch 

499 Park Avenue 

New York - New York 10022 
Tel. (212) 3712500 - Tx. 234 426 


London Branch 
8. Moorgate, London EC2R 6DD 
Tel. (01) 7264554 - Tx. 887511 


Luxembourg Subsidiary 

Helaba Luxembourg, Hessische 
Landesbank International S. A. 

4, Place de Paris 

Tel. (352) 499 40 11 - Tx. 3295 hela lu 
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Hessische Landesbank -Girozentrale- 
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The man ndarin draws the fire 


Britain's most senior civil servant, Sir 
Robert Armstrong, has just spent three 
embarrassing. weeks doing battle in a 
court?room in Sydney, Australia. The 
ineffectual efforts of the cabinet secretary 
to prevent the publication in that country 
of a book of memoirs by a retired junior 
officer in Mis, Mr Peter Wright, have 
provided the national press with the ex- 
citentent which a deliberately dull pre- 
election session of Parliament was threat- 
ening to deprive them of. But it may also 
neve undermined, perhaps permanently, 

e office of the civil servant closest to the 
prime minister. 

Why on earth is Sir Robert there? As 
well as being cabinet secretary, he is the 
prime minister's principal security advis- 
er—and supervises the Cabinet Office 
committee which co-ordinates intelli- 
gence. The most convincing theory may 
be that he went by mistake. Because he 
signed affidavits that publication of Mr 
Wright's book would damage national 
interests, it was he who was summoned to 
support them in the New South Wales 
high court. 

The Australian judge in the case, Mr 
Justice Powell, has taken a sceptical view 
of what constitutes British national inter- 
ests; and the defence lawyers have grilled 
Sir Robert in open court. Both judge and 
defence have latched on to two particular 

ts: the main events described in Mr 
Wright's book took place many years ago, 
in the 1960s or even 1950s ; and, since 
most of them have already been pub- 
lished in another book in Britain, it is 
inconsistent now to stop publication of 
Mr Wright's book in Australia. 

Mr Wright was a key source for this 
other book, “Their Trade is Treachery”, 
written in 1981 by Mr Chapman Pincher. 
He received half the royalties—though 
the government itself received royalties 
from an earlier book by a former Mis 
man, Professor J. C. Masterman. The 
defence lawyers claim not only that the 
government did nothing to stop Mr Pinch- 
er's book; but that it may, through the 
shadowy intermediation of a former head 
' ofthe think-tank, Lord Rothschild, have 
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encouraged it in order to bring into the 
open the in-fighting in the security 
services. 

Sir Robert Armstrong has had difficul- 
ty answering either point. He was forced 
publicly to retract his claim that the 
attorney-general, Sir Michael Havers, 
had personally decided not to block publi- 
cation of Mr Pincher's book: the decision 
was actually taken by Mi5's own lawyer, 
though the attorney-general says he 
would have agreed with it. The Austra- 
lian judge has now ordered that British 
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government papers dealing with the deci- 
sion should, with some deletions and 
editing, be handed to the Australian 
defence lawyer, who has advisers that the —.— 
British government does not like at all. 
The British government is appealing 
against this ruling, and is prepared to take 
it to the Federal Supreme Court if neces- 
sary. Should that fail, it may drop the 
case. à 
The government's problems were made — — 
worse this week when its bid to block 
publication in Ireland of another book of — 
memoirs by a former Mis officer was - 
overturned by the Dublin courts. Its em- 
barrassments in Australia and Ireland — 
have been gleefully taken up by Opposi- 
tion members of Parliament. They have | 
bombarded Mrs Thatcher and the attor- 
ney-general, Sir Michael Havers, with . 
questions, early-day motions and a full . 
debate. 
Part of the bombardment may have 
been with a boomerang. Mr Neil Kinnock _ 
has been telephoning the defence lawyers — E 
in Australia. A British leader of the - 
Opposition should not usually talk to 
lawyers opposing the British governmer nt 
in a case where national security is an — 
issue. Mr Kinnock may also have been — 
briefed by a television producer who was 
allowed into closed court sessions. A 
huffed Mrs Thatcher has let it be known © 
that she is considering barring Mr Kin- - 
nock from the traditional security brief- _ 
ings given to leaders of the Opposition. 





















The damage will last 
This ancient spy story may have done 
lasting damage to the posts of the attor- 
ney-general and the cabinet secretary. 
The effect on the latter is more serious. 
Sir Robert Armstrong is head of the civil 
service as well as cabinet secretary. It is — 
difficult to find sufficiently weighty peo- - 
ple to fill the post. Good permanent 
secretaries prefer to run their own baron- - 
ies. Sir Robert was asked by the prime 
minister earlier this year to serve beyond 
his normal retirement and up to the next © 
election. That drew undue political atten- _ 
tion to his office. The row about how to 
rescue the Westland helicopter company 
had already brought him into the lime- - 
light, as a champion of the prime minis- - 
ter. His humiliation in Sydney will reduce — 
his credibility in future, and make the job _ 
of his successors more difficult. 

The case has revived the view that 
Britain's security service has been subject - 
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to too little democratic control. It is never 


i Try A e 


. easy to strike the right balance between 


secrecy and accountability. Once this case 
is over, the prime minister is likely to try 
again to assert control over MIS, and 
maybe—with the help of Sir Anthony 
Duff, whom she herself appointed as 
director-general—improve the calibre of 
its staff. 

She may also have to concede some 
role for Parliament. MPs in the recent 
debate floated several suggestions, the 
most promising of which may be to give 
the standing security commission, which 
has previously investigated only past mis- 
takes, a more general supervisory role. If 
outside control of MI5 is strengthened, the 
case may have done some lasting good, as 
well as lasting damage. 


Teachers 


Two schools of 
thought 


If it takes six trade unions, 104 local- 





. education authorities and two secretaries 


of state for education two years to reach 
no agreement on teachers' pay and condi- 


tions, how long does it take one secretary 
. of state to impose one? Answer: two 


weeks. That is how long it took Mr 


Kenneth Baker to publish a bill giving 


himself the power to dictate pay and 
conditions after the teachers and the 
(largely Labour) local authorities who are 
their nominal emplovers had signed a 
deal which he found unacceptable. The 
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two sides are now divided only by a small 
amount of money and the details of 
incentives, but a common agreement 
looks as elusive as ever. If deadlock 
continues, the legislation needed to force 
Mr Baker's settlement on schools will be 
in place by early next year. 

The bill sets up a committee to advise 
the education secretary on pay and condi- 
tions, after it has consulted with interest- 
ed parties. But it neither forces him to 
take the committee's advice nor provides 
for negotiation between teachers and em- 
ployers. The bill would thus abolish at a 
stroke collective bargaining for more than 
400,000 public employees. It would not 
abolish uniform pay scales, but for the 
first time these could be varied from area 
to area according to local demand for 
teachers. New incentives would be intro- 
duced for good teachers. Before complet- 
ing a year in office, Mr Baker will have 
gone a long way towards making the 
employment of teachers more flexible. 

He should not celebrate too soon. The 
impact,of the changes could be limited: 
headmasters will still have their hands 
tied when luring new recruits. Where 
teachers in a particular subject are in 
short supply, heads will be able to offer 
the prospect of promotion, but not à 
higher starting salary. 

The teaching unions view the bill as an 
affront to everything they believe in, but 
they are unlikely to call an all-out strike. 
That would court unpopularity from par- 
ents, and a miners-style defeat. They are 
more likely to return to disrupting schools 
by refusing to perform certain out-of- 
class duties. Their new contracts will treat 





Divide teachers, add the bill and multiply disruption 
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some, but not all, of such disruption as 
strikes. The teachers' unions think they 
will still be able to stop some working 
without loss of pay. Employers may be 
slow to enforce contracts which they have 
not written. The teachers will hope to 
persuade parents and the government 
that you cannot run schools with an 
unwilling workforce. 


Local taxation 


Doing well by doing, 
good 





Mr Nicholas Ridley, the environment 
secretary, is a craftier fellow than his 
critics allow. These past two months, he 
has faced growls of revolt from home- 
counties' Tories over his plans for the 
distribution of Whitehall money to local 
authorities. Next year again, complained 
frantic MPs, glancing over their shoulders 
at the Alliance, shire ratepayers were to 
be clobbered. Mr Ridley's new plans 
should quieten much of this hubbub. Yet 
simultaneously he will, in fact, put mos 
of Whitehall’s extra money where it is 
needed—in the cities. 

Here is how Mr Ridley will do political- 
ly well while practically doing good. Com- 
pared with his October plans, the figures 
just announced show less, not more, for 
the shires: £13m less, taking county and 
district authorities together. Within that 
total he has shifted the cash around by 
changing the rules that limit how much 
more (or less) a council can get from one 
year to the next. The new rules will cost 
some county councils a lot: Derbyshire 
will be down £22m, Cleveland £11m, Mr 
Ridley's nauve Northumberland £2m. 
Others will do much better: Surrey gains 
£8m, Hampshire £74m, Hertfordshire, 
Oxfordshire and Bedfordshire around 
£4m apiece. For some Tory MPs, very 
convenient. 

On its own, this will not secure the 
small increases in rates that Mr Ridley 
looks for in the shires. But that hope is 
much better based than the forecasts 
offered by Mr Ridley's supposedly cle- 
verer predecessor, Mr Kenneth Baker, 
last winter. Mr Baker's hand-out led to 
rises of around 15%; Mr Ridley's, which 
allows for a 4.1% rise in councils’ total 
spending, could make next May's local 
elections the springboard for a general 
election—or at least prevent them giving 
the thumbs-down. 

So how is Mr Ridley also helping the 
cities? For a start, his shufflinp round of 
shire money leaves him more for other 
places. Not all of them: overall, the 
metropolitan areas outside London—the 
former “met counties"—also lose money. 
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als of two months ago, the total effect of 
these changes is £13m less for the shires, 


£22m less for the metropolitan areas, and. 


£31m more for London. That is small 
beer; and anyway, of course, the figures 
are theoretical. Many councils will exceed 
Mr Ridley's 4.196 increase in spending, 
and lose Whitehall's money accordingly. 
The Labour-controlled urban councils— 
those that are not rate-capped—will be 
tempted to exceed it by most. But the real 
decisions were taken months ago, and 
they favour the cities. 

For a start, Mr Ridley's total grant to 
local councils next year, at £12.8 billion, 
will be £1 billion up on 1986-87: a 9% rise, 
if they stick to his ceilings, less if they do 


not. Within that total, the key figure is a- 


“block” grant of £8.8 billion, up by 
£550m. And where will it go? Look: 


1986-87 Rise for Rise, 76 
+ grant* 1987-88 
em 
Shire areas 4,270 145 3.4 
Met. areas 2,570 255 9.9 
London 1,455 130 (89 |. 
* Estimate 


The increases in the last two lines in 
that table may be just as well. As the 
controller of the Audit Commission has 
forcibly pointed out, a few Labour-run 
urban councils have been reckiessly bor- 
rowing long to spend short. Most are in 
London, but not all—Manchester prides 
itself on current spending that is 20% 
above what it formally appears to be. The 


spendthrifts are relying, none too certain- ; 


ly, on Prime Minister Kinnock to. bail 


them out. Mr eue is PURI pa ofthe- 


job for him. 


Defence spending 


Far horizons on the 
cheap 


"At the end of last month, British forces 


landed by sea and air in Oman. For about 
ten days, some 5,000 British servicemen 
took par 
bod British s services und the. ex :ller 











ing of data since Mr idis ay first poe | 


rt ina joint exercise involving all 






useful in the Falklands that aie were 


reprieved. And the long-range airlift to | 


Oman made use of some of the six 
Lockheed Tristars, bought by the RAF to 
help maintain the Falklands garrison after 
the war, and subsequently converted to 
carry cargo and to fuel other aircraft in 


the air. These jet machines have been a 


welcome addition to the 50 turboprop 
Lockheed C-130 transports that were the 
RAF's transport force until then. Al- 


though the C-130 is the finest short-range - 


airlifter yet built, it is too slow for really 
long hauls. 


Residents' rights 


Your service charge has gone up 25% to 
£2,000 a year. Your heating did not 
come on until late November, because 
the 60-year-old pipes were clogged. The 
firm that manages the block reacts to 
complaints at snail’s pace, produces ac- 
counts 12 months after the year con- 
cerned ended, but still charges 20% of 
the expenditure as its fee. Your lease 
purports to exonerate these managing 
agents from any responsibility for their 
employees’ negligence—a provision that 
no court would uphold, but have you the 
money to go to court? And the landlord? 
Last heard of in Beirut. 

In sum, you are the lessee or tenant of 
a modest private-sector flat, probably in 
a London mansion block—and yours is 

ho exceptional case. The federation that 
champions such people has a sheaf of 
complaints against both landlords and 
managing agents. Not just fly-by-night 
.ones: some well known names are al- 
leged to have a surprising record not 

. merely of poor management but of fi- 
. nancial errors that always seem to run in 

their own favour. 

Sir Brandon Rhys Williams, MP for 
Kensington, a part of London with many 
blocks of flats, has for years been seek- 
ing big changes in the law to protect their 
residents. A year ago, the Nugee com- 
mittee proposed some modest, 


ment has now promised to legislate. 
| The bill, due early next year, will be 
equally. modest. It will offer residents 


l1 consultation in the choice of managing 


. agents, the right to get a receiver ap- 


. | pointed if their block is neglected, first . 
| refusal if the landlord wants to sell, more 


s, “for the first time, the possibility of setti 
up a small rapid-deployment force. / 


has kept some competitive ones out of — 


but. 
worthwhile, improvements. The govern- 





sault troops can be airlifted into action 
within hours. As the Oman exercis 
showed, support aircraft such as the Tor 
nado fighters and bombers can quickly be 
sent to distant airstrips: the Tristars takı 
spare parts and spare crews, and fuel th 
Tornados on the way. E 

Useful though this sort of airborn 
deployment may be in plugging gaps, 
even small military operations usually 
need biggish ground forces, and their 
equipment and supplies. Most of this _ 
must come by sea. (In the massive airlift _ 
to Israel in 1973, virtually the entire | 
transport fleet of the American air force 
working flat out for 13 days delivered — 
about one small shipload of cargo.) Sothe 
decision to be made on the British am- 
phibious ships is about much more than _ 
just two ships: it is about whether Britain |. 
should continue to have long-range mili- o 


tary reach. 





















































information about service charges and 
tighter control of the cash. Not enough, 

says the federation of residents’ associa- . | 
tions. It argues that residents themselves f 
should have the right to appoint the. [| 
managing agents; collectively, to buy out 
the freehold; and, individually, if they 
are tenants, to buy the lease of their flat, 
just as council tenants can. Eventually,;it | 
is argued, leaseholders should have the ` | 
right to buy their freehold, as the owners 
of leasehold houses have been able to. : 
since 1967. At present, oddities of Eng- | 
lish law prevent even the creation ofa | 
freehold for flats. The Law Commission 
has proposed a way round this obstacle, | 
but reform—let alone any leaseholder's | 
right to buy—is years away. 

Even the government's little bill can | 
expect to meet some stiff resistance. Flat | 
landiords and managing agents are not .] 
thick on the ground. The control of rents. 


the business. But, like the brewers, they 
have influence. | 


Private-sector* 
England & flat-dwelling 
Y Wales 
Total — » m 


households, 1981 ano 


















under all their aliases. 










? hundred words it has to give out. 











computer printouts. 


.. names and addresses into his computer. 


: Monster mailing 


Britain' $ . international . responsibilities. 
But its interests endure. Britain has no 
E responsibility. for the security of, 


eping the Gulf open to shipping. 

Britain has a medium-sized and effi- 
military establishment. Its size can- 
t be reduced, if Britain is to do its share 
hin NATO. The extra cost of being able 
move bits of this establishment about 
pidly i is a small fraction of the military 
dget. Yet for that money, an entirely 
military option canbe created. That 

















“neers, only to be sentenced to death by 
“junk mail. They could be condemned to 
receive streams. of. ee letters, 


- The reason lies in section 356 of the 
~ Companies . Act (1985), which requires a 
_ firm, on pain of a fine, to deliver within 
ten days to anyone ‘who wants it a list of 
- the company’s members (ie, its share- 
holders). The company is allowed to 
- charge 10p—less, if it wishes—for every 


That section 356 has proved useful to 
-the likes of Mr Greg Thain of Publishing 
_ Holdings. PLC, who. asked the newly- 
-= privatised British Telecom for a list of its 
Shareholders. At first, the company tried 
to refuse. It gave in as soon as Mr 
-Thain's lawyers pointed out its legal 
1 obligations. Ten days later, Mr Thain 
took delivery of a Transit van full of 
| His 40 operators 
. spent the next 16 weeks typing 2.1m 


Anyone who is prepared to pay £55 


per thousand names can take advantage 
.. Of his £500,000 investment. His company 


y, Oman, but it has a great interest in 













Norman Tebbit has written to 275,000 


British Telecom shareholders, and a 


small sample of investors in four other 
privatised firms, to let them know just 
how bad a Labour government would be- 
for them. The sp» is trawling by post for. 
votes from BT people. One Labour coun- 
cil—Sheffield —has ominously ordered a 
list of the. inhabitants of its. area of | 
jurisdiction who ownshares. ^. 
Public companies hate section: 356. 
Not oply do they make a loss on supply- 
ing the lists, but they also. annoy their 
shareholders, who suspect that their ad- 
dresses have been sold for profit. So 
firms will be keen for a change in the law. 
which the government bas floated in a 


- British public companies whose shareholder list can be: ised for direct mail. 


-Company » No of individuals - Percentage i of total equity 
RUE i | on database dbyt hem 
_. British Telecom 1,397,812 "aa ae a 
. . British Petroleum 206,81 5 8.98 : 
—'.Britoil 200,053 11.29 - 
— General Electric Company 118,649 16.84. 
_ British Aerospace 109,346 .. 9,01 
- Barclays .. 3,304 21.74. 
B.A.T industries 95,225 17.30 
- Boots i 91,393 29.25 
. Grand Metropolitan 76,175 14.70. 
. Beechams 73,749 20.51 
BTR" 72,073 11.18. 
Source: Bntish Investors Database interim figures l i 
Successive governments have reduced. City scandals 


Lovely for Labour. 


The Labour. paty. apparently 
inside knowledge that the Guin 
(eee page ah would vane hi 











































































consultative paper. Since the rules are 
supposed to help those buying and sell- 
ing the shares, the paper argues, why no 
raise inspection fees, give out just the 
total number of shareholders, and name 
only those who hold more than 1% of the 
equity? Those who are keen on direct 
mailing will say the opposite. Only an 
inefficient firm would find it expensive to 
supply names. The entire. British Tele- 
com list. could. be stored on a single. 
compact disc, and sold—at the statutory 
rate of 10p per hundred words—for | 


£32,000. 


The computerised share lists have oth- 
er uses, too. They reveal. that the aver- 
age English .Shareholder's portfolio. is. 
worth £4,266. Scots are richer (average 


; holding: £5 361); Welshmen have only 


£3,336-worth. The table shows how 
much control little people can exert over 
big public companies. British Petroleum 
is the most dominated by institutions; 
but.almost 30% of Boots’ s shares are 
privately held. 


other. The City thinks: more will surface. 
Mr Boesky dealt heavily on the London’ 
market, and. America's Securities and 
Exchange Commission (SEC)-is happily 


E providing British authorities with details 
-sof his confessions. 


Labour wants the 
government to mete out to insider dealers | 
in London the treatment the SEC gave to 


` Mr Boesky—that is, to promise lenient 


sentences if they squeal on their asso- 
ciates: Then a handful of- ‘prosecutions 
could lead to an a MOPE o sols 











ix. dd the ot one Shand, " 
[accuse it Pelra un- 


now until the general election. 

Of 110 cases brought to the DTI's atten- 
tion by the Stock Exchange since 1980, 
only nine have led to prosecutions for 
insider dealing. By contrast, no fewer 
than 138,918 social-security claimants 
have been prosecuted since 1979 for 
frauds which have rarely netted them 
enough money to pay for a City lunch. 
The DTI argues (rightly) that insider deal- 
ing is a difficult crime to prove; but that 
the recently-passed Financial Services 
Act will improve detection by giving 
inspectors much stronger powers to de- 
mand documents and interview people. If 
a lot of cases now come to light, they 
could easily be portrayed by opposition 
parties as a symptom of how corrupt the 
City has become under a Conservative 
government. 

Until recently, few ordinary people 
would have reacted to insider dealing 
with anything more than moral outrage— 
as much aroused by how easily the dealers 
avoided punishment as by the crime itself. 
Before the rise of people's capitalism, 
most people's involvement in the City was 
confined to their pensions or insurance 
Rplicies, invested for them by huge insti- 
tutions. Now three times as many people 
have a direct stake as shareholders. Sid 
may become a victim. He won't like it. 


Blood 
Gift or good? 


Most people would probably assume that 
the National Health Service's (NHS) most 
expensive single building project is a large 
hospital. They would be wrong: it is a 
pharmaceutical factory. At Elstree in 
Hertfordshire—near the Pinewood stu- 
dios where most James Bond films are 
made—a new blood-products laboratory 
(BPL) is under construction. It is late and 
over budget. Completion has slipped 
from early 1986 to some time next year, 
and costs have risen by 50% to £40m. 
The main purpose of this massive in- 
vestment is to make Britain self-sufficient 
in blood products. At present, some 
whole blood donated in Britain is used for 
transfusion, but most is split into red cells 
and plasma. Plasma is “fractionated” to 
produce blood factors, the most impor- 
tant of which is factor 8 (used for treating 
haemophiliacs). Although Britain pro- 
duces enough plasma for its needs, it has 
hitherto been short of fractionation ca- 
pacity. The shortfall is mostly met by 
American imports, which supply two- 
thirds of Britain's factor 8 requirements. 
The new laboratory should save the 
NHS most of the £15m a year now spent on 
imported blood products, and it will sell 
products which are surplus to health ser- 
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Would Hancock have done it for money? 


vice needs. The central blood laborato- 
ries authority (CBLA), which runs the BPL, 
says the project's financial numbers 
should appeal even to a hard-nosed bank- 
er, let alone the Treasury. So why not let 
the private sector do the job? The govern- 
ment's answer is that to do so would 


undermine Britain's special system of 
voluntary blood donation. 

At present, blood is collected from 
voluntary donors by local health authori- 
ties for the National Blood Transfusion 
Service. Donors would be less willing to 
give blood, says the government, if the 








The Development Commission wants an 
extra £5m next year. The what? The 
commission is in fact the official job- 
creation agency for rural England. But 
how many people have ever heard of it— 
or could guess its function if they did? 

More important, in all the noise about 
unemployment in the industrial heart- 
land and the inner cities, few have ever 
heard of the evil it fights. There are 
shires—Cornwall, Shropshire, Northum- 
berland, for instance—with unemploy- 
ment rates of 16-17%, even though many 
country jobs are low-paid. 

The Development Commission does 
what it can, mostly in designated “rural 
development areas". These have a total 
population of 24m, and cover much of 
northern England, the east coast, south- 
west England and the Marches. It gives 
about £15m a year to English Estates, 
the government's industrial property 
agency, to build small factories and 
workshops; most are let, at rents that are 
typically about 30% subsidised. Through 
its Own agency COSIRA it provides about 
£6m a year in top-up loans to small 
businesses, and as much again in advice 
and training. It has just started to finance 
local enterprise agencies. It runs the 
government's new £lm-a-year fund to 


A rose by a new name 


promote rural transport: another service 
at risk, like the village school, shop and 
sub post office in these commercially 
minded days. 

The commission's money is tight: in 
1986-87, it will spend about £27m. The: 
chairman, Lord Vinson, argues that 
countryside problems will get worse as 
farming slides into recession, taking its 
own and related jobs with it. He would 
like £5m more next year. Though the 
Ministry of Agriculture bizarrely thinks 
it is the right body to handle the new task 
of rural job-creation, it would be better 
if Lord Vinson got it. 

The government is gung-ho about in- 
ner cities, and the green lobby by now 
has persuaded most voters to think of the 
countryside simply as the habitat of the - 
birds and the bulrushes, to be protected 
from ploughs, pesticides and concrete. 
Lord Vinson wants them to realise that it 
is also home to people who need employ- 
ment. Here is an idea for him. Your 
commission needs a new name. Don't 
just stick “rural” on the front. Recycle a 
leaf from the environmentalists' book. 
Rechristen yourself Greenwork, and 
persuade experienced troublemakers 
from Friends of the Earth to spread the 
news, 
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The British are much attached to 
ary system. Fifteen years ago, 











Iternative of paid donors. This argument 
as strong as long as blood-products were 
metimes contaminated—for example, 
with hepatitis or (more recently) with 
AIDS. Some of Britain's haemophiliacs 









nated factor 8, often imported from 
America. But this should no longer hap- 
pen, thanks to the development of heat- 
_ treatment for blood products. Factor 8— 
whether from Elstree or America—is 
now AIDS-free, and it may be hepatitis- 
free as well. ! 

'. The design of the new laboratory incor- 
porates many technical innovations. Its 
large cost overrun has been caused mainly 
by testing and redesigning parts of the 
building as it goes up. But the extra 
expense has had to be met by cuts in other 
parts of the NHS capital programme, and 
. has brought the project to the attention of 
_ the National Audit Office, which is think- 
ing of advising the House of Commons 
Public Accounts Committee to investi- 
gate it. 

he committee should look at the 
whole subject of blood processing. 
Though the economics of the BPL may 
ook good today, synthetic blood prod- 


ucts could soon be commercially feasible. 
Until they are, it might have been cheap- 
er to have continued relying on American 
imports than to build an expensive new 
laboratory. And even with the new BPL, 
Britain may still have to import blood 
products. Haemophiliacs are using more 
actor 8, and living longer. At one time, 
the American importers thought they 
would go out of business in Britain; now 
they are not so sure. | 

The Public Accounts Committee 
should also look at the organisation of the 
blood-transfusion service. The growing 
demand for factor 8 may soon cause a 
plasmia shortage. The shortage could be 
overcome: a new technique of blood- 
donation called plasma-pheresis enables 
iore plasma to be taken from donors. 
But health authorities have little incen- 
tive to maximise the supply of plasma as 
long as they are able to satisfy their 
nmediate needs for whole blood. € 
It might make more sense to put the 
service under the CBLA—an option now 
being considered. Better still may be to 
o over to the American system of com- 
mercial companies. and paid donors. For 
despite the Titmuss conclusion of the late 

























blood products than Britain. 





t | '$ ago, Pro- 
ssor Richard Titmuss claimed that vol- | _ 
ary blood donation produced better- | 
blood and was cheaper than the 


have contracted AIDS through contami- - 








960s, the evidence today is that America - 
has better-quality and possibly cheaper | 










































its residents or of London as a. whole. 
The reality is more complicated. 

The Court of Common Council which 
rules the City consists of one alderman 
and several councilmen elected from 
each of 25 wards—whose boundaries 
have remained virtually unchanged since 
1,000 Ap. Aldermen are elected for life, 
can veto the electorate's choice on any 
addition to their numbers, and are usual- 
ly rich businessmen. They can vote in 
council meetings but cannot chair 
committees. 

The 130 councilmen elected each De- 
cember are more powerful. Their elec- 
torate consists of some 5,000 residents 
and 10,000 non-residents such as part- 
ners in law firms who have a personal 
liability to pay City rates. Corporate 
bodies have no vote, and in some wards 
the minimum four councilmen are elect- 
ed largely by partners from one or two 
















7. firms: nearly 9096 of residents are con- 












entrated in four wards, and the total 
number of electors in each ward varies 
from 27 to 5,260. t LED 

The result of excluding limited compa- 
nies from voting is that. professional | 
interests are well represented, while oth- . 
ers—bankers, for example—play little 
part in City government. The Corpora- 
tion’s most important job is planning 
control. A large representation of barris- 
ters, who spend their time in charming 
old Inns of Court and have little interest 
in the success of the Big Bang, has 
helped to ensure a good supply of con- 
servationists keen to preserve the City's 
character against hideous. new office 
buildings. » 

Even with nearby docklands compet- 
ing to provide large office space, the 
council can still be recalcitrant. Recent 
plans to span the ghastly six-lane London 
Wall road with a still more ghastly office 
building got past the planning committee 
but were narrowly defeated in full coun- 
cil by a combination of residents of the 
nearby Barbican and independent 
sceptics. 

The City makes no pretence at putting ® 
residential needs before business. The 
Labour candidates want it to be more 
like neighbouring councils, and house 
some of inner London’s burgeoning 
homeless population. Tower Hamlets 
council wants to house some local people 
when it redevelops Spitalfields market 
on the City’s borders; the City had no 
such scruples when it allowed Billings- 
gate market to be replaced with offices in 
1982. Labour is unlikely to make much 
headway, even on the City’s one work- 
ing-class housing estate near Spitalfields: 
there, a populist Cockney councilwoman 
has already won the hearts of the small 
electorate. And the Corporation. itself 
would rather extend the vote to all 
businesses than restrict it to residents 
alone. 
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The waiting sickness? 
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A suitable case for treatment 


One in ten British people who visit their local family doctor go on to 


hospital for further treatment. Th 


usually emerge praising the treat- 


ment they have received and the dedication of the staff. Yet hospitals 


attract more criticism than any other 


rt of the National Health Service 


(NHS). Competition could do much to improve them 


In many of Britain’s NHS hospitals, the 
faults are obvious. The paint is peeling, 
the buildings crumbling away. Patients 
are kept waiting endlessly: for appoint- 
ments in out-patient wings; for X-rays in 
casualty departments; and, worst of all, 
for surgery. Nobody seems to know what 
is going on—or how much it costs. Con- 
sultants (senior doctors) run their depart- 
ments like medieval barons, disdainful of 
managers, nurses and operating-theatre 
staff. Nurses are depressed at the amount 
of work théy do that does not test their 
skills. "Management" is not in evidence. 
In 1986-87, spending on hospital ser- 
vices in Britain is running at around £11 
' billion a year—over 60% of all NHS 
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spending, and nearly one-tenth of all 
public expenditure. About three-quarters 
of this goes on pay for doctors, nurses and 
other staff. The NHS is highly labour- 
intensive: indeed, it is the biggest single 
employer in Western Europe. Given this 
number of staff, good management ought 
to be at a premium. Yet: 

e Cost and other data vital to proper 
management are lacking; 

e Managers cannot control their hospital 
staff. Doctors do what they want; nurses 
are not properly or fully used; and a 
powerful weapon of management—pay— 
is inflexibly dictated from the centre; 

@ The allocation of cash between regions 
and districts is unsatisfactory and does 


little to encourage hospitals to perform 
well. 

The social-services secretary, Mr Nor- 
man Fowler, has tried several ways of 
tackling these faults. For example, he has 
appointed general managers at every lev- 
el of the service—region, district and unit 
(ie, hospital). A big change in NHS infor- 
mation-gathering should be completed 
next year. He is reviewing the way re- 
sources are allocated. But none of these 
measures will be effective without 
changes in the behaviour of doctors and 
other staff. The best way to get those 
changes would be to encourage competi- 
tion between districts, hospitals and 
doctors. 


Queue here for treatment 

A good place to start a campaign for more 
competition is hospital waiting-lists—the 
aspect of the NHS which arouses most 
public fury. At the end of March 1986, 
there were 715,000 patients in England 
and Wales waiting to get into hospital for 
treatment, a slight increase over the fig- 
ure six months earlier. Only once, in the 
late 1950s, have waiting lists dipped be- 
low 450,000. On the face of it, these 
figures are a damning indictment of the 
NHs—and they are also one of the few 
measures by which the NHS patently does 
worse than health services in many other 
Western countries. 

Yet the reality is more complicated. 
Waiting-list figures mean little by them- 
selves. They include people who have 
moved, or have died, or no longer need 
treatment, or are also on another hospi- 
tal's waiting-list. They do not record out- 
patient waiting times, and sometimes lo- 
cal doctors operate a '*pre-waiting-list"— 
they delay referring patients to hospital 
because they know there is a waiting-list. 

In the end, it is not the numbers which 
matter, but the length of time people 
have to wait: patients with painful but 
curable conditions should not be forced to 
wait a year or more for treatment. A 
better indicator of failure than the lists is 
the number of patients who have been 
waiting for, say, more than a month for 
"urgent" operations and more than a year 
for “non-urgent” operations. At the end 
of March, these were 33,000 and 171,000 
respectively. 

Most doctors would say that the main 
reason for long waiting-lists is lack of 
money. This is also the explanation ap- 
parently favoured by Mr Fowler, who 
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" Number of patients. 


ecided recently to devote an extra £50m 
to cutting waiting-lists over the next two 
years. In practice, shortage of cash is 
robably a less important cause of lengthy 
ists than poor management of beds, 
operating theatres and consultants' time. 
Three points illustrate this: 

Estimates made by Mr John Yates of 
the Birmingham Health Services Man- 
gement Centre suggest that just 20 of 
England's 191 health districts account for 
_ over a quarter of the worst delays—and 
.. most of them are not particularly short of 


||. 9 In Portsmouth, the waiting list for hip 
_ replacements was cut drastically by con- 
_tracting them out to a private hospital. 

Most district health authorities have 
been deterred from following the exam- 
les of. Bath and Portsmouth by the 
bottomless nature of the problem: as fast 
as one group of patients is dealt with, 
another appears, either from another dis- 
trict or from newly-encouraged GPs. 
‘More insidiously, many districts and their 
onsultants think a long waiting-list sup- 
ports their bids for more resources. They 
aay be right: Mr Fowler’s extra money 
could go to inefficient districts which have 
wed their queues to grow, rather than 
o those which have used their imagina- 
ion to shorten them. 

-A better approach than spending more 
ash would be to encourage more compe- 
tion between hospitals and districts. Pa- 
ients can already be treated outside the 
istrict they live in, but they seldom have 
igh information to help them choose 
alternative. The method. by which one 

















charges another is slow and crude: 
ur efficient. pi which takes i in pa a 


the necessary pup with them. 
tants and managers at Guy’ 
incentive to look | for refe: 


ns ' 1e. pri r, too, 
could com ete der NHS patients: where it 
has spare capacity to sell at marginal Cost, 
it could offer an affordable alternative to 


NHS hospital treatment. 





A RAWP deal for everyone 
Effective competition for patients be- 
tween districts and hospitals would re- 
quire a change in resource allocation. At 
the moment, the Department of Health 
and Social Security (DHSS) doles out cash 
to the 14 English regional health authori- 
ties under a formula known as RAWP 
(after the initials of the 1976. resource 
allocation working party). The regions 
then allocate sums to the 191 districts. 
RAWP is supposed to match cash to the 
health needs of local populations, derived 
from standardised mortality ratios. 
People have moved away from town 
centres, where most hospitals were origi- 
nally built. The logic of RAWP dictates 
that some urban hospitals should be 
closed and replaced with suburban ones; 
but the logic always proves painful to 
apply. - 
London is the most ovei-provided Eng- 
lish city: the Bloomsbury page of the 
London street-map, for example, in- 
cludes no fewer than 16 hospitals. Moving 
any of these out of town would cause a 


political row. In November 1902, the 


Daily Mail started a campaign to move 
some of London's famous teaching hospi- 
tals to the suburbs. Over 80 years later, 
only one or two have gone, and they have 
not moved far. Meanwhile, the London 
neum authorities have been campaigning 
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More money, especially for staff 

















































share of: an extra £30m c over the next two 
yearsascompensation. — | 
This sepalis ed tussle could 










senda could CO: ipo with others: to 
attract and charge for patients. They 
would be handicapped, because they in- 
cur higher costs than other hospitals. 
Some might still face shut-down. But at 
least they would have the chance to 
finance themselves on their real ability to 
attract patients. The viability of hospitals 
would be decided by patients and family 
doctors, not statisticians. 


Managing medicine 


. Many in the NHS still do not like to think 


of the health service as a business requir- 
ing management at all. The 1983 NHS 
management inquiry, chaired by Sir Roy 
Griffiths (now part-time deputy-chairman 
of the NHS management board) firmiy 
disagreed: 


“We have been told that the NHS is differ- 
ent from business in management terms, not 
least because the NHS is not concerned with 
the profit motive and- must be judged by 
wider social standards which cannot be mea- 
sured. These differences can be greatly exag- 
gerated. The clear similarities between NHS 
management and business management are 
much more important. In many organisa- 
tions in the private sector, profit does not 
immediately impinge on large numbers of 
managers below board level." 


The government accepted most of the 
Griffiths recommendations, including the 
appointment of more than 800 NHS gener- 
al managers. The new managers see their 
appointment as the most radical change in 
the NHS since its foundation. Despite the 
misgivings of doctors and nurses, Grif- 
fiths managers are probably here to stay: 
the Labour party has said it would keep 
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them, were it in government, though it 
might abolish the central management 
board. 

A pre-condition of good management 
is good and timely information. The NHS 
does not have it. To an outsider, the claim 
that the NHS is short of information may 
seem incredible. Even the most humdrum 
visit to hospital involves the filling-in of 
many forms. But the information is either 
not what management needs, or not prop- 
erly collated. There may be several re- 
dundant copies of forms requesting X-ray 
or pathology tests, but no information on 
what the X-ray or the tests cost. By next 
year, new data systems following the 1982 
recommendations of the Kérner commit- 
tee should be in place, though it will be 
some time before it is certain they are 
producing the right data quickly enough. 

Good hospital management also re- 
quires proper clinical budgeting by doc- 
tors—a key Griffiths recommendation 
that involves estimating in advance what 
resources will be spent on what types of 
treatfhent. The government has renamed 
its clinical-budgeting experiments "'re- 
source-management" and approved six 
paces to test them: Winchester, Guy’s, 

uddersfield, Newcastle and two hospi- 
tals in Wirral. These new experiments 
look more promising than earlier ones, 
because the consultants have volunteered 
to help. They no longer fear that the aim 
is only cost-cutting (though that is certain- 
ly wanted); and they at last see that good 
health-care involves wise choices, based 
on the cost and effectiveness of different 
types of treatment. 


Rigid pay, wrong pay 
Pay should be one of the tools of local 
management in the NHS—and an ingredi- 
ent of more competition. But local man- 
agers play no part in pay determination. 
Nurses, midwives, doctors and dentists— 
who account for 60% of the NHS pay bill— 
have their salaries set by independent 
pay-review bodies. The pay of the rest is 
negotiated nationally through “Whitley” 
machinery, which sets nearly 500 differ- 
ent pay-scales. The whole system is over- 
centralised and leaves little scope for local 
discretion. General managers thus have 
no control over three-quarters of their 
costs. The result is predictable inefficien- 
cy. For example, in inner London, many 
hospitals are short of nurses because pay 
is too low. But while they are forbidden 
to raise that pay, they can and do hire 
more expensive agency nurses to fill gaps. 
A working group set up in 1985 by the 
King's Fund and the National Association 
of Health Authorities under the chair- 
manship of Lady McCarthy, advocated 
much greater local flexibility in pay. It 
stopped short of full local pay-bargaining 
* (though this may be the right ultimate 
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Try managing Dr Robertson Justice . 


objective), largely because it felt that NHS 
management was not yet up to the task. 

Flexibility within nationally agreed 
bands overcomes this difficulty. The sig- 
nificant point is that local management 
must be able to put pay down as well as 
up. Competitive tendering for support 
services has shown that pay for certain 
jobs in the NHS can be too high. The 
environment secretary, Mr Nicholas Rid- 
ley, has recently pressed local authorities 
not to feel bound by nationally-bargained 
rates; and the chancellor of the exche- 
quer, Mr Nigel Lawson, has made the 
same point to the National Economic 
Development Council. Given that the 
NHS is the biggest employer in the coun- 
try, isn't it time Mr Fowler made the same 
speech to local health authorities? 


Consultant fiefs 

The managers’ biggest problem is con- 
trolling their doctors. A series of “Doc- 
tor" films, made in the 1950s, featured 
Mr James Robertson Justice as a portly, 
dictatorial and fearsome consultant in 
one of London's teaching hospitals. He 
clearly had no time for his entourage of 
juniors and medical students, let alone 
nurses or hospital administrators. Such 
consultants still stride through Britain's 
hospital wards today. They barely talk to 
hospital staff—or even to each other; they 
have security of tenure and contractual 
and clinical freedom; they pay no atten- 
tion to cash constraints; and they indulge 
freely in private practice. Local managers 
also find it more difficult to manage 
consultants because they are usually em- 
ployed by the regions, rather than by the 
districts in charge of the day-to-day run- 


BRITAIN'S HOSPITALS 


ning of hospitals. 

Many non-doctors want to see consul- 
tants made more accountable. They sug- 
gest ending security of tenure and putting 
consultants on five-year contracts; scrap- 
ping the present distinction awards (or 
merit pay), which are decided by the 
profession itself, often on the basis of 
academic excellence rather than perfor- 
mance as a doctor; controlling the right of 
private practice; and putting consultants 
under district rather than regional 
management. 

In an ideal world, many of these 
changes would be pushed through. Con- 
sultants would answer to local managers 
for their budgets, and explain the clinical 
decisions underlying those budgets. Their 
pay would be based upon merit, assessed 
with the help of an independent medical 
audit of their work. These should all be 
long-term aims for reform. But to push 
ahead with them too fast would lead to an 
all-out war with the medical profession. 
No wise politician would want that. In 
1974, Mrs Barbara Castle, then the La- 
bour social-services secretary, made a 
determined effort to scrap “‘pay-beds” 
(ie, private practice) in NHS hospitals. The 
DHSS remembers the uproar to this day. 
Eventually, most pay-beds stayed. 

It should be possible to improve mat- 
ters, and to pave the way for more 
competition, without a head-on clash 


with the doctors. The British Medical 


Association (BMA), the doctors' trade 
union, is co-operating with the DHSS in 
the experiments in clinical-budgeting. It 
has accepted the new general managers— 
indeed, it is beginning to see the case for 
putting doctors themselves into such posi- 
tions. Even the BMA can be brought to 
accept change where it sees benefits for 
its members. 

A good example of this was the out- 
come of recent talks about careers in 
medicine. For many years, medical stu- 
dents and junior doctors have grumbled 
about the present system. Juniors some- 
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times have to wait for 15 years after 
qualifying before they become consul- 
tants at the age of 40; and they regularly 
have to work 100-hour weeks, including 
some continuous 36-hour shifts. One re- 
sult is that more and more medical stu- 
dents opt to go into general practice, 
rather than into hospital medicine. So the 
DHSS and the doctors have agreed on a 
number of changes, including the cre- 
ation of more consultant jobs and of a 
new "intermediate-service grade". Both 
will brighten the prospects of new stu- 
dents—though junior doctors will still 
work long hours. 

The BMA is unlikely ever to surrender 
the right of consultants to practise pri- 
vately. Many NHS consultants are on 
“maximum part-time” contracts, which 
enable them to work privately when they 
are not working for the NHS. It is easy to 
see why this arouses left-wing hackles: 
imagine allowing state teachers to teach 
in private schools. 

The system can undoubtedly be 
abused. Some consultants encourage pa- 
tients who would like NHS treatment to 
come to them privately by offering them 
the chance to get round a long waiting-list 
(indeed, some keep up their waiting-lists 
precisely for this purpose). The House of 
Commons Public Accounts Committee 
has uncovered other abuses of private 
practice: doctors pocketing fees instead 
of surrendering them to the hospital, 
patients jumping queues by swapping 
backwards and forwards between NHS and 
private treatment, under-charging for 
NHS pay-beds. 

So long as abuses like these persist— 
and the government has been half-heart- 
ed in cracking down on them—people will 
feel that private practice is damaging the 
NHS. In fact it can be of great benefit. 
Properly policed against abuse, NHS hos- 
pitals should be able to supplement their 
resources by selling their facilities in com- 
petition with private ones. This competi- 
tion could also help to encourage rivalry 
between hospitals and districts within the 
NHS, 


Disgruntled angels 

Consultants may hinder reform of the 
NHS hospital service. Nurses pose even 
greater difficulties. They make up around 
half of all directly employed Nus staff. 
And they are, so the Royal College of 
Nursing (RCN) claims, suffering from a 
sad loss of morale. Like many others in 
the public sector, they feel badly paid. 
Their nurses’ homes are being sold to 
release more cash for capital investment, 
and many cannot afford to buy a house. 
They believe their skills are undervalued 
by the medical profession, despite great 
public sympathy for them. The result is a 
loss of nearly a quarter of each year’s 
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qualified nurses, and general malaise 
among those who remain. 

A worse problem is on the horizon. 
Nursing depends on the supply of young 
women. Their numbers are now declin- 
ing. By the mid-1990s, there will not be 
enough recruits to staff the service, unless 
nurses who have left the profession re- 
turn. So the health service is going to 
have to make nursing a more attractive 
job, and to make better use of the nurses 
it has. 

The training of nurses needs a rethink. 
A report called “Project 2000", by the 
United Kingdom Central Council for 
nursing, said that student nurses should 
be seen as full-time students, like trainee 
doctors, rather than as a cheap source of 
nurse manpower on the wards. But, be- 
cause student nurses would no longer be 
available for full ward-duty, this change 
would make the shortage of nurses worse 
in the short run. It could also, according 
to one independent assessment, cost over 
£250m a year. Doctors, meanwhile, are 
worried that nurses want a more profes- 
sionaf status. So neither the DHSS nor the 
medical profession want the change. In- 
deed, ministers have hinted recently at a 
drop in the school qualifications required 
of student nurses. 

If, as seems likely, Project 2000 is 
dropped the nursing profession will be 
furious. Many at the RCN see it as the key 
to reviving nurses' morale, and to boost- 
ing the status of nurses in the NHS. Again, 
more local flexibility and competition 
could help. It is right that the training and 
credentials of nurses should be under 
central control. But hospitals should have 
a freer hand in deciding the number of 
nurses they need, and their terms of 
service. Hospitals competing for patients 
within and beyond the NHS will soon find 
that they need contented nurses. 


Tendering or Enthoven? 

Competition within the NHS would not be 
incompatible with free health care. As 
with schools, or old folks' homes, or 
rubbish collection, so with hospitals: 
there is no reason why the service could 
not be provided free to the customer, but 
with competition among different 
providers. 

The only area where the market has 
been tried so far is in NHS support ser- 
vices. In 1983, the government told health 
authorities to put these out to competitive 
tender. The trial was originally confined 
to cleaning, laundry and catering. It has 
not been a conspicuous success. Stan- 
dards have dropped, and there have been 
several well-publicised sackings of private 
contractors. Total savings for services 
costing £1.5 billion a year have been little 
over £70m—less than 5%. 

But many health authorities tried the 


new approach reluctantly or not at all. 
Many private firms complained that the 
rules were loaded in favour of in-house 
services: 773 of the 946 contracts so far 
awarded have gone in-house. Some of the 
hostility to the tendering programme may 
have stemmed from a feeling that it was 
"unfair" to pick only on ancillary staff in 
hospitals for this experiment. 

The way a hospital management gets, 
say, its laundry done needs to be decided 
in the wider context of competition for 
patients between hospitals, districts and 
regions. The most promising model to try 
out would probably be the “internal mar- 
ket" for patients first proposed by Profes- 
sor Alain Enthoven in The Economist of 
June 22 1985. Under this model, patients 
and GPs, informed about the performance 
of individual hospitals and consultants, 
would choose where they wanted treat- 
ment to take place. Districts would be 
given budgets based on the health needs 
of their populations: but cash would then 
flow with patients moving to and from 
districts for treatment. z 

When it comes to changing the style of 
management, the beauty of the NHS is 
that it has so many regions and districts. 
Experiment is therefore extremely sifn- 
ple. One enterprising region and its dis- 
tricts could test the Enthoven model, or a 
variant of it. Others could try different 
approaches—just as they are now trying 
out different forms of management struc- 
ture. So far, no better way has ever been 
found to improve the quality and econo- 
my of a service than seeing who attracts 
the most customers. 
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| The £5.6 billion issue of British Gas 
| shares was roughly one- -and-a-half 
jed---less than 








expected. But the value of 
| applications was still enough to raise 
_ the proportion of shares allocated ie. 
. individual investors from 40% to 

< 6496. Shares will begin trading on 

: December 8th. 


. Norton Opax won its takeover battle 


. for McCorquodale when Britain's - 
` Court of Appeal confirmed the | 
Takeover Panel's decision to permit 


the £155m bid. Prudential-Bache, the. | 


plaintiff, will not press the case 
further. 


American corporate raider, Saul 
Steinberg, chairman of Reliance, 
has increased his stake in British © 
banking group Mercury International 
to 15.1%. 


+ 
France agreed to join three other 


European buyers in a $70 billion gas - 


development project in Norway's - 
North Sea. The scheme will make. 
Norway the largest supplier of gas in 
Western Europe. 


Publishing magnate Rupert 
. Murdoch offered A$1.8 billion ($1.2 
billion) for Herald and Weekly Times, 


Australia's largest newspaper group. 


. The purchase would add 14 
stack of over 80 publications. 
As part of a management shake-up, | 


General Motors offered to pay more 
than $700m for the shares ofits- 


| Corporate scorecard 





ar T 1i ] i 


Sy 


i Guiness s share price dopna 
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1 months after its £2.5 billion 
hase of Distillers, Guinness is 
er investigation by the 
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immediately by over 10% on 
rumours that ivan Boesky tipped 
off the authorities. 


Meanwhile, Exco, Britain's biggest 


money-broking group, called in the 


| fraud squad to investigate bond- 


dealing irregularities involving former 
employees. 


The French government will limit to 


-20% foreign holdings in cect. The 
-decision could hinder the forthcoming 
| privatisation of the telecoms group. 
. newspapers to Murdoch's existing — 


One week after an unfriendly $2.8 


| billion bid from American Brands, 
1 Chesebrough-Pond' s, the health 


and beauty group, accepted a $3.1 


| billion offer from Unilever. 


A larger 


apartment of Trade and incon m 





bolstered gains at t Canada’ s fourth largest E bank. 
Rising research costs and a strike dar ' 
resurge if the British electrical gre 








Sotheby's, London's auction house, _ 


| sold 106 p paintings and sculptures for 


£40.2m, the record for a single fine- 
art sale. Earlier in the week, a Work. 
by Manet fetched £7.7m at 
Christie's. | 


* ^ are och computer giant, Bull, will - 
= | take a 65% stake in a joint venture 
with Honeywell and Japan's NEC. 


The new company will have 1987 
sales of nearly $2 billion. 


| Struggling to remain independent 
| from predator First Interstate, Bank 


of America will sell its Italian 


| operations to Deutsche Bank for 
WBE 5 $603m. 


E | Tarmac paid $225m for a 60% stake 


in a joint venture with Lone Star 


q industries, America's largest cement 


producer. 


| After last month's string of chemical 


leaks, Switzerland announced plans 
for tightening its environmental 
protection laws. 


Japan's Matsushita Electric and 
Chinese authorities will build a 
$100m colour television Vicio in 
Peking. | 


For the third time in as many years, . 
indonesia ordered Rapier ground-to- | 
air missiles from British Aerospace. 
The deal is worth £40m. 
—————— 


Economic and financial indicators 
are on pages 115-116. 
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General Motors pulls a nail 


from its tread 


Few companies have as many problems or 
as much eagerness to throw money at 
them as General Motors. But even by the 
unusual standards of GM, the purging of 
the past week seems extreme. The 
world’s biggest company (by turnover) 
said on December Ist that it was to pay 
almost $743m to part company with Mr 
Ross Perot, the Texan billionaire and 
founder of Electronic Data Systems 
(EDS), a data-processing company 
that GM bought in 1984 for $2.5 
billion. Mr Perot was pushed out 
because, until this week, he was not 
only GM's biggest single sharehold- 
er (with 1% of its stock) but also 
the company's noisiest critic. 

Mr Perot was as reluctant to step 
down from the GM board as he was 
to sell EDS in 1984. He changed his 
mind then after learning from Mr 
Roger Smith, GM's chairman, the 
scale of the job to be done. This 
was nothing less than the integra- 
tion of GM's computer and telecom- 
munications systems, from design- 
ers and production engineers at one 
end to its dealers at the other, into 
a data-base that would span its 
operations worldwide. 

Mr Perot agreed to sell EDS on 
condition that it would remain an 
independent operating company 
with its own stockmarket quote, 
the specially-created GM Class E 
shares. Though a neat financial 
solution to the problems of inte- 
grating EDS, this has produced huge 
conflicts of interest over such things 
as internal pricing. 

The problem for GM was that Mr 
Perot continued to act and talk of EDS as if 
it were still his own company. And, as 
GM's profits and market share began to 
falter, so he became increasingly outspo- 
ken and personal in his criticism. To “the 
corporation knows best" mentality of GM 
managers fespecially career employees 
like Mr Smith), Mr Perot's increasingly 
public attacks became intolerable. 

The decision to buy off Mr Perot could 
' not have come at a worse time for GM. 
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Since making a third-quarter operating 
loss of $338.5m, the ailing carmaker has 
decided to close 11 factories and sack 
29,000 employees in an effort to cut costs. 
Its share of the American car market has 
fallen from 46% as recently as 1980 to 
around 41%. 

GM comes out of the affair with no 
credit, and Mr Perot with little. In agree- 





Perot's drum beating paid off 


ing to sell his Class E shares back to GM, 
Mr Perot, already one of America's half- 
dozen richest men, stands to make a lot of 
money. (He receives a premium over the 
market value of the shares of nearly 
$350m. Because he is selling before the 
end of the year, his capital gain will be 
taxed at 20%, not 28%.) He has also 
disappointed many of his employees at 
EDS. When he sold the company to GM, 
he assured them that he would protect 


their independence, especially the many 
who made the trek from Dallas, EDs’s 
home town, to Detroit, GM's base. 

The outcome is that EDS will now be- 
come just another division of GM. With 
70% of its sales coming from GM, not to 
mention the growing business put its way 
by GM's components suppliers, this is a 
forgone conclusion. But it also means that 
EDS is left with nobody of Mr Perot's 
stature to fight in its corner. 

For his part, Mr Smith is spending good 
money to rid himself of Mr Perot, just as 
GM is beginning to get to grips with its 
runaway costs. It needs to. Its pre-tax 
margins have withered from around 1096 
in 1984 to nothing during the third quar- 
ter of this year (see chart on next 
page). While Ford and Chrysler, its 
two biggest rivals, are increasing 
the number of cars rolling off their 
production lines, GM plans this year 
to trim its output by 5%. 

To prune costs, the $3.5 billion 
investment on Saturn, GM's small- 
car project, has been delayed and 
the target date for full production 
of 500,000 cars a year has been set 
back from 1990 to well beyond 
1992. GM can ill afford $743m in 
hush money. Its cash and liquid 
balances at the end of September 
were $3.9 billion, not much for a 
$100 billion company. 

A measure of Mr Smith's exas- 
peration with Mr Perot is the dis- 
closure that, until talks collapsed 
last month, GM had been trying to 
sell EDS to American Telephone & 
Telegraph. What did Mr Smith 
think he was trying to sell? EDS is by 
now so integrated within GM that it 
has almost become GM. 

For his $743m, Mr Perot has 
agreed not to criticise GM publicly, 
not to wage a proxy fight for GM 
shares for five years and not to start 
a business that would compete with 
EDS for three years. But he could 
not resist one extravagant parting ges- 
ture. On the day of GM's announcement, 
he said in Dallas that he could not in good 
conscience accept the $743m when so 
many jobs were in jeopardy. He said he 
had put the money into an escrow account 
until December 15th “in order to give the 
GM directors time to review this matter 
and the events that led to this decision". 
If they declined to do so, Mr Perot said he 
would invest the money in venture-capital 
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|. projects to create jobs. 

-Mr Perot never enjoyed the support of 
(the GM board (he was the only one, for 
. . example, to vote against the 1985 decision 
to buy Hughes Aircraft). His outspoken 
|. criticism merely alienated him yet further 
^. from the rest of the board. If Mr Perot 
_. had not agreed to be bought off, Mr 
_ Smith would probably have ended up 
sacking him-—a cheaper, if messier, 


2 course. It had become a question of who 


(s was running GM. For now, the answer is 
V Mr Smith. 


; | European steel 
- Clobbered, again 


- | After a bright start, 1986 has turned into a 


Du grisly year for Europe's steelmakers. On 


c December 3rd, the EEC Commission an- 


. mounced, under its official steel cartel, 


: - production quotas for the first quarter of 


...1987 that were 25% down on the same 


... period of 1986. The bad news came just as 
-. Europe's steelmakers began to struggle 


D into profit after a decade of huge losses, 
«closures and government subsidies. 


_. Europe's steel production this year is 


| Still on the rack 


.. , EEC*crude steel 
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companies, Rand ge that 
their shares were to be cancelled without 
compensation, they saw red. 

At stormy public meetings, the Usinor 
shareholders formed a voluntary defence 
organisation, Association pour la Dé- 
fense des Actionnaires Prives d'Usinor 
(ADAPU), to fight Mr Mer. The group's 
lawyer, Mr Yvon Thiant, hopes to lodge 
a court action within the next fortnight to 
annul the decision. Sacilor's ex-share- 
holders are trying to do the same. 

There may not be much either group 
can do. The French government owns 

77% of Usinor and 74% of Sacilor. It 
wrote off its own shareholdings earlier 
this year after Usinor's cumulative losses 


expected to be 7% down on 1985; prices 
for the two-thirds of bulk steel covered by 
the EEC's production controls have fallen 
by between 20% and 30%. Demand in 
1986 has grown by barely 2%, with little 
prospect of any increase next year. The 
lower production quotas for the first 
quarter of next year are supposed to push 
stocks down further and so firm prices. 


The main culprit for stagnating demand . 


and the slide in steel prices is the weaker 
dollar. This has affected European steel- 
makers in several ways. It has depressed 
their revenues from dollar-priced sales in 


export markets. The relative strength of - 


European currencies has helped drive 
down. EEC steel exports by nearly 10m 
tonnes this year. A weaker dollar also 
increases the volume of steel exports from 


newly-industrialised countries that are 
priced out of the American market. Their 


diverted exports filter through | to Europe, 
despiti voluntary. export restraints. 





"| from the protective net. Instead, only 


: ae of unless a compan: les into. | 





bankruptcy, but the government feels it. 
had a duty to ditch the small sharehold- — 
ers. There was no economic case for | 
spending more taxpayers’ money to buy 
them out. 

Not all the companies’ 50,000 or so 
private shareholders will be be seriously 
out of pocket. Many were investors who 
bought the shares in the hope of winning 
compensation from. the. government. 
ADAPU reckons that the number of 
Usinor: shareholders: whose savings de-s- 
pended on the company. probably - 
amounts to a few hundred. Their main - 
hope now is that Mr Mer will compen- 
sate this select bunch in an out-of-cqurt 
settlement. 











The effects will show up in Bundbegin 
steelmakers’ profits for the second half of 
the current year. Despite big losses by the 
state-owned steelmakers in France and 
Italy, the bulk of the rest of Europe's . 
steel firms turned in modest profits earlier — 
in 1986. Sadly, the downturn in the steel ` 
market may now impede efforts to phase 
out the EEC's cartel. Save for debt write- 
Offs, government subsidies to steelmaking 
were stopped by Brussels a year ago. It 
was hoped that progress could be made 
towards dismantling the production quo- _ 
tas within the “crisis cartel”, invoked 
under the founding EEC treaties six years 
ago. But last month the Council of Minis- 
ters bowed to pressure from Eurofer, the 
EEC steelmakers' club, to slow. liberalisa- 
tion of the steel market. 

The share of bulk-steel production cov- 
ered by quotas was supposed to fall in 


.. January 1987 from 65% to 40%, as cer- 


tain products—wire rods, light sections 
and engineering - ‘bars—were dropped 


E galvanised sheets were removed from the 
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In his article “Marketing Myopia”, Mr 


Levitt was — the first to suggest that 
companies would do better if they oper- 
ated from the bottom up—ie, if they 





developed sales strategies derived from 
]' “market needs" and concern for "what 
products do for customers" rather than | 


from production and sales targets. 


Japanese managers took most notice 


of Mr Levitt’s message, which was rein- 
forced by the fussiness of Japanese cus- 
tomers. The result was a stream of 
popular products from Japanese manu- 
facturers (eg, Canon copying machines, 
Toyota. cars and Olympus cameras) 
which had built into them the customers’ 


ideas of quality and value. Ask an Amer- 
ican consumer for his list of valued. 


American products, and he will probably 

mention IBM computers and, instinctive- 

. ly, McDonald's hamburgers. But. few 

. Others. Europeans fare slightly better. 
© British products from J. Sainsbury, a 

| supermarket chain, and Marks & Spen- 

"cer, a clothing and foods retailer, and 

-cars from Volvo of Sweden and Peugeot 

—of France are among the few that are 

cited as being of good value. 

Airlines were among the first to realise 
that sales could be increased by putting 
customers first. By anticipating customer 
needs, Mr Jan Carlzon, the president of 

¿Scandinavian Airlines, transformed SAS 

cp into a successsful company that scores 

| . highly on what academics call “perceived 

product value". This is the premium that 

‘customers are willing to pay for a compa- 

ny's service in relation to that of its 
competitors. 

In a recent study, Mr Xavier Gilbert 
and Mr Paul Strebel, professors at 
Imede, the business school in Lausanne, 
attributed the success of Toyota, Japan's. 


leading carmaker, to its ability to match - 
its products with the needs of customers. . 


In the 1960s, Toyota first built up. market 


share by turning out relatively low-cost : 


cars in large numbers. The mc 
made from doing this was then ploug 
back into improving the quality - of ‘its 
product in order to keep its customers 
|. happy. and to encourage them to buy 
|. again. To the annoyance of its rivals, this 
| gave Toyota a competitive advantage. on 
Ae cre quality and price. — 1. 
i s of book’ es Miss Barbar 
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ied measure their customers: against ac 
-scale or spectrum. At one end of it a 
those customers who can easily. ‘switch | 
products or services (eg, buyers of. com: | 
. modity chemicals or shipping. services). - 
At the other end are those that have an 
incentive to stay loyal (eg, customers of . 
costly computer and office-automation : 
< systems). In the middle is the majority 
^who are easily swayed (eg, fleet buyers 
‘of company cars). 





. Pinpointing where customers lie on 
the scale helps suppliers decide what 
action they should take to boost or retain 


sales. They should begin by identifying 


the things that impress particular cus- 


"tomers—eg, speed, quality of service or 


technological lead. Then they should 
work out what costs and risks a customer 
would incur if he or she were to switch to 
a new seller, in search of those things. 
The higher the cost and the bigger the 





risk in switching, the less likely a custom- 


er is to desert the supplier. In some 
Anstances, clever suppliers bind their cus- 
-tomers to them by hooking them into 
their own ordering, delivery or inventory. 
systems. T 
-. When a producer is not the market 
_ leader the trick is to create a product that 





compatible with the operating stai 


 dards and system of its most powerful Op 
competitor. When IBM launched its per- 
sonal computer five years ago, it quickly 





grabbed a dominant share of the market. 

This encouraged other computer manu- 

facturers to make computers that were 
ible with cording . 


chers ‘Dataquest, the 


TM dione. So Eurofer i is tr i us candidu eck 
up a voluntary Will-smashing scheme, 


Japanese have always known. 


» markets 












computer. American 
, à supplier of medical 
has created particularly 
gi vith its customers:*it pro- 
em with computer terminals on 
i :y order all their medical sup- 
plies. To switch to a rival, American. 
Hospital's customers. would have the - 
bother of familarising: themselves with. a 
different system.. E 
. Another way of building on the loyalty 
of customers i$ to improve the ‘support 
that accompanies a product orservice.In 
the past, this meant setting up. repair _ 
points close to sales outlets, lending a _ 
customer a replacement if a a product — 
(machinery, cars) breaks down, increase — 
ing the life of warranties; and so on. SE 
A survey** of 214 big American man- — 
ufacturers suggests. that companies ^. 
should now take another tack. Almost 
50% of those questioned said they 
reached the majority of their customers. — 
not through their own sales staff, but 
through distributors and middlemen. It 
is these distributors with whom manufac- 
turing companies may need most to. 
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improve their customer links, as the 


Du Pont, America's biggest chemical 
company, keeps i in touch with its distrib- 
utors through a committee of 35 distribu- 
tors’ marketing managers, which meets 
regularly to discuss common. problems, 

dc ustomers heeds, Thee com- 







rai in duy wt nel 
for r distributors who Plant to sell them. E : 
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ons that it can secure sufficient commit- 
ments by March to persuade the Council 
of Ministers to keep some quotas going. 
One bright spot: engineering steel prod- 
ucts, such as merchant bars, are likely to 
be deregulated in March. Italy’s small 
steelmakers, which make many of them, 
have resolutely challenged the EEC’s deci- 
sion to continue the cartel. 


industrial waste 


Slurry flurry 





WASHINGTON, DC 


America’s enthusiasm for cleaning up its 
industrial waste is spawning a whole new 
industry. The Reagan administration re- 
cently set aside $8.5 billion to mop up the 
damage caused by the worst of America’s 
thousands of toxic waste dumps. To free- 
marketeers, the so-called “Superfund” is 
the epitome of log-rolling legislation: a 
wasteful way of solving a problem that 
private enterprise—aided by a clearer 
legal code on liability—could do at a 
fraction of the cost. The dozens of new 
firms that are springing up to carry out 
the administration’s wishes are laughing 
all the way to the muckheaps. To them 
the fund—and the tougher regulations on 
pollution that accompany it—are proving 
a bonanza. 

A new study by Management Informa- 
tion Services, a research group in Wash- 
ington, suggests that spending on pollu- 
tion control and the abatement of 
industrial waste in America has grown 
from $18 billion in 1972 to nearly $70 
billion in 1985. This is good news for 
manufacturers of such things as desul- 
phurisation units (“scrubbers”) for gas 
flues, solid-waste treatment plants, the 
breeders of bugs used to clean up polluted 
water, and contractors that specialise in 
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Farmers’ little reckoner 


Might a new idea from the OECD save the 
forthcoming GATT talks on agriculture 
from becoming a total mess? Until now, 
there have been no rules on how to 
negotiate away the mountains of subsi- 
dies to farmers under government-sanc- 
tioned schemes—no means, for instance, 
to measure the value of one kind of 
subsidy against another. 

Now the OECD has suggested a system 
of producer subsidy equivalents (PSEs), 
which might help to do that. PSEs express 
in local currency the amount of support 
received by farmers on a country-by- 
country basis. That provides a starting 
point for comparing farm support in 
America with that in Japan or separate 
countries in the EEC . 

There are plenty of snags. The OECD 
figures required to calculate the PsEs 
reach back only until 1981. They would 
need constant updating. Some countries' 
count of PsEs will be more potent than 
others. 

The OECD's system overcomes many 
obstacles because it is so transparent, but 


shifting toxic rubbish from an unsafe 
place to a safer one. 

Management Information Services cal- 
culates that, in 1985, private-sector in- 
vestment of $8.5 billion by firms on 
pollution reduction generated sales of $19 
billion, profits of $2.6 billion and some 
167,000 jobs across the country. 

Some of the biggest profits in future are 
likely to come from America's obsession 
with the poor quality of its groundwater. 
Drinking water for half the country is 
drawn from groundwater contained in 
natural underground aquifers. Tough 
new regulations are forcing the compa- 
nies that produce it and the municipal 
authorities in whose areas they operate to 
ensure that industrial waste does not 


Making filthy lucre 


y “w 


inconsistencies between countries’ sys- 
tems of farm-price support would still 
abound. How, for instance, to measure 
the value of what to some are fairly 
innocuous grants to poor peasant farm- 
ers in remote mountain areas? The OECD 
is working on ways of constructing a 
weighting that could be built into the 
PSES, but some governments would be 
bound to disagree with it. 

Another (non-OECD) idea which could 
speed up the GATT talks is doing the - 
rounds. This would allow each country 
to claim a credit when it cuts the support 
it gives to its farmers. Perhaps credits 
could be negative PsEs. They could then 
be treated as bargaining chips during 
negotiations. 

The OECD study is still under wraps. 
Some of the OECD's member states are 
trying to delay its publication . It will be 
a pity if they succeed. The GATT talks are 
unlikely to get off to a racing start. It 
would be nice if, for once, the OECD 
could give them a push in the rifht 
direction. 





leach into this water supply. Some of rhe 
best techniques used for cleaning polluted 
aquifers (eg, biotechnological cleansing) 
have been developed by small innovative 
companies. 

Analysts at Kidder, Peabody, a stock- 
broking firm, estimate that the cleaning 
up of America's 1m industrial storage 
tanks (35% of which may be leaking into 
the groundwater) could alone grow to 
become a $1 billion-a-year business by 
1990. That would involve an average 
annual increase in spending from today of 
35%. In addition, Kidder, Peabody ex- 
pects the business of removing waste from 
sites earmarked for treatment to increase 
by 25% a year; and that of analysing the 
make-up of hazardous waste to grow by 
30% a year. 


Spanish food companies 
Had by the horns 


MADRID 


Foreigners are taking advantage of 
Spain’s laxer laws on foreign ownership (a 
condition of its entry to the EEC) to 
gobble up more Spanish food companies. 
In quick succession, Unilever, the Anglo- 
Dutch food and personal-products group, 
announced on December 3rd that it was 
paying Ptas 9 billion ($67.5m) for Indus- 
trias Revilla, Spain's third-hjggest meat 
company. Then, on December Sth, Par- 
malat, an Italian dairy-foods group, said 
it was buying Lechera Cataluna Rania, a 
loss-making milk and dairy-products out- . 


THE ECONOMIST DECEMBER 6 1986 


{ À 


Amsterdam Schiphol 
is expanding 

ə ^ 99 

its one terminal concept: 


ues 


- lostay the blueprint 


N 
d 


for the world’s best airport?” 


KLM's home base, Amsterdam Airport Schiphol, 
has started a ten-year expansion plan. The aim? 
To maintain its reputation as the world's favourite airport. 
The first stage: a completely new pier. 
Connecting directly with the rest of the airport building. 
| Making the single terminal concept more spacious. 
More comfortable. 
Keeptng everything -including the world's largest 
bargainfilled tax-free shopping centre- under one roof. 
= Thanks to this, Schiphol remains the logical and 
siest — place to transfer. TI-D.b 11 A-1415. Am | 
n A ave KL M thel 9gicat way to get here, | M | A 1 INCU ~ Ja AU A 4 . l i 
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Can investment and 
commercial bankers 
learn to appreciate each 
other's strengths? 






You hear a lot these days about the clashes between investment 
and commercial bankers. At Chemical we are more impressed with 
what they have in common. In fact, what is conspicuous at our bank is 
that both are busy learning each other’s skills. 

Our commercial bankers — trained to become experts in their 
clients' businesses and to make the tough decisions to commit the 
bank's funds — are now employing a wide range of new transactional 
techniques to supplement traditional commercial loans. j 

At the same time, our investment bankers have learned to use 
the capital and global network of a money center bank to bring new 
muscle to their transactions. They’ve introduced new ways of 
addressing customer problems and are constantly inventing more 
solutions. In the process, they’ve formed broad relationships with our 
customers. 

In short, our bankers are even better prepared today to 
anticipate changing customer and market requirements. Manage- 
ment at Chemical is also committed to this change: By making both 
commercial and investment bankers business partners. By giving 
both performance incentives tied more closely to transactions. By 
rotating assignments at the bank. By locating one of the most 
sophisticated global trading operations at our world headquarters. 

At Chemical, we're not just helping two different kinds of 
bankers work together. We are, instead, creating something 


new: a banker with the skills GFEMICALBANK 


of both. The bottom line is excellence. 
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2 jermany’s ponia -based command and control system. Four HADR installations supply longo range . 
urv villance data into the system, allowing commanders to rapidly detect and respond to airborne 


and. easy, while reducing the number of skilled personnel needed to keep the syste operating oes 


A new infrared viewer combines numerical temperature readouts and thermoelectric cooling to spot 

heaf leaks and other energy losses more efficiently. The device is the latest model of Probeye” viewers 
from Hughes. As all units in the line, the Model 699 viewer sees heat the way a camera sees light and 
instantly converts it to a visual image. It can be used for pinpointing heating and cooling leaks and - 

Other maintenance problems i in industry and commerce. A continuous digital display shows 

mperatures of objects in degrees Celsius or Fahrenheit. All-electric cooling eliminates the need for — 
argon gas or liquid nitrogen, thereby cutting weight, making it easier to use, and removing restrictions 
by airlines and nud common carriers on transporting pressurized devices. 


low in Mor: e" in a 22,300-mile-high orbit, Mexico's second communications satellite is awaiting the — 
day in about three years when it will be called into service. Morelos B, one of the Hughes HS 376 lines 
of satellites, has undergone routine testing. It will serve as a spare for several years because the first 
Morelos spacecraft now provides sufficient coverage for Mexico’s communication needs. The Morelos 
‘satellites are the first HS 376 spacecraft with expanded capabilities of operating unc CÓ in two 
uency bands, t the C- and Ku-bands. 


"s Angeles, CA 90045-0068 si 





E governinent i announced s ne 
policy on foreign investment in Spanish 
companies at.the beginning of October. 





Even so, Unilever faces stiff opposition | to- 
its takeover (which has yet to receive the - 


Spanish government's official blessing). 
The opposition centres on fears that Unil- 
ever will stop using Spanish pigs for the 
salami and sausage meat that Revilla 
makes, and import cheaper pork from 
France and Holland instead. 

If true, this would increase the deficit in 

agricultural trade of Ptas 92.6 billion, 
-double 1985’s figure, that Spain had dur- 
ing the nine months to the end of s tad 
ber this year—the country's first as 
member of the EEC. So far this ii 
Spain has imported a record 100,000 tons 
of pork. Spanish pig farmers have reason 
to be miffed: although Spain is Europe's 
second-biggest producer of pork, it can- 
not at the moment. export to other EEC 
countries because of African fever. 

"Thiseis not the first time Unilever has 
tried to buy into Spain's fast-growing food 
industry. In 1984, it attempted to take 
over Carbonell, one of the country's 
leafling olive-oil bottlers. But the Spanish 
government blocked the deal. on the 
grounds that olive oil was a strategic 
industry—a distinction shared under the 
government's new investment code only 
by defence-equipment manufacturers and 
telecommunications companies. The 
Spanish government dare not block Unil- 
ever this time. 

Last year, the sale of 41 Spanish com- 
panies to foreigners was recorded. Of 
these, the biggest were Chocolates Elgor- 
riaga, bought by France’s Cantalou; Ca- 
fes La Estrella, by Switzerland’s Nestlé; 
Union Cervecera, a brewer, by United 
Breweries of Denmark; and Terry and 
Garvey, two of Spain’s biggest brandy 
and sherry producers, which were pur- 
chased by Britain’s Harvey’s. These deals 
have set a significant precedent. They 
have also increased the share foreigners 
have in Spain' s food and drink industry to 
around ae = 








Who will stop D the 


ringing? 





Can governments walk away front: multi- 


million-dollar debts with bankers an 
brokers, and get away with it 
swer may be,clearer after Decemt 
when the tin mess goes to 
plaintiffs, Amalgamated Metal 
and the Kleinwort Benson. i 
E bank, want the International Tin Coun 





d well beyond: thes world ofti tin, i affec ie 
ing anybody who ever does business with 
governments or their sopone: Two big 
questions arise: 


€ Can countries use an international 
organisation as a smokescreen to avoid 
responsibility for debts? 


@ How far can states go in claiming 
sovereign immunity from prosecution 


when they renege on financial or trading 
obligations? 






Realisations, the eleven member group 
of brokers which claims it is owed up to 
£400m by the irc. The 22-strong council 
supported the price of tin until October, 
1985. The price then collapsed, inflicting 
upon dealers and producers some £600m 
in debts. Most have yet to be paid. 
Governments say that liability—so far 
as there is any—lies with the ITC, not with 
the governments of countries which 
formed it. The British government is 
prepared to help the council fight the 


Now for Russia's good news 
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When the oil price dropped below $15 a 
barrel, even optimists believed that Rus- 
sia’s hard-currency earnings (80% de- 
pendent on energy revenues) would be a 
third less. If that happened, said the 
gloomsters, the country would have 
sharply to reduce imports of the machin- 
ery it badly needs to modernise its fac- 
tories. That, in turn, would deal the 
economy a blow from which it could take 
years to recover. But, so far, the gloom- 
sters have been confounded. 

Far from falling, says a new report by 
the United Nations Economic Commis- 
sion for Europe, the pace of growth in 
Russia’s industrial output picked up dur- 
ing the nine months to the end of Sep- 
tember (admittedly, measured against a 
particularly poor performance last year). 
During the same period, its industrial 
investment rose by 9% and factory pro- 
ductivity exceeded targets. Despite pro- 
duction problems at the beginning of the 
year, the country managed to increase 
the volume of its oil sales abroad by 
some 13% and to boost to record levels 
its foreign deliveries of natural gas. 

Earlier fears that the Soviet Union 


. would need to reduce its hard-currency 


-imports by a quarter to a third this year 
] ee ealso. irs fron unfounded en eed 





side of the irc. He says that Tinc 


foreign states. 


investigate the circumstances surroundin 


harve ist. ged egy of ( enpaéenhg | 
goods dem these countries also de ~~ us 
ed—but. 7 less than expected. s , Sbortecn 






























































ey- el for Sir M will be in | court. on t ; 





petition affects Britain's relations w W 


The British government id thereb 
find itself in another fight in open co 
over whether it has to disclose the con 
tents of official documents. It has alread 
withheld rrc documents from the parlia 
mentary select committee that tried. t 


last year's collapse i in the tin price. T 
puts Tinco in a bind. Neither the court 
nor a liquidator can assess the ITC's assets 
because the British government refuses to 
produce the documents to substantiate 
them. If Tinco manages to secure a wind- 
ing up, the member governments of the 
ITC will probably still argue that they are : 
not liable for all the rrc’s debts. D 

Under British and American law, sov- - 
ereign immunity can be used by govern- . 
ments on political grounds, but not for — 
trading commitments. The dividing line _ 


imports of consumer goods rose slight... | - 
By dint of extra borrowing and by | | 
stepping up its gold sales, Russia has (so. | 
far) managed to compensate for most of) | | 
the effects of a falling oil price. But for. | - 
how long? The chances of it being able to... ] 
continue to increase its exports of oil and 
gas look slim (especially since some of its 
output has been diverted for domestic 
use to make up for the shortfall in 
nuclear power after Chernobyl and in. 
hydroelectric power after the drought). 
To maintain its present pace of industrial |: 
growth, Russia will sooner or later need | 
to increase its imports of capital goods. 
And to do that, it needs hard currency, . 


Soviet Union's trade with seo [i 
the West: | Be 
by volume / | s i. 
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between the two is not clear. If recent 
judgments are anything to go by, the ITC's 
member governments have a better than 
even «chance of evading reponsibility. 
-One example: the British courts held that 
-Mr Idi Amin, the deposed president of 
- Uganda, did not take on the obligations 


Everybody agrees that the dollar has 

fallen by about 40% against the yen and 
the D-mark since February 1985, but 
what about its trade-weighted index—a 
measure. that is supposed to show the 
dollar's average value against a range of 
different currencies? The best-known 
trade-weighted indices from the Federal 
Reserve Board, the Bank of England 
and Morgan Guaranty differ on the exact 
answer, but all suggest a significant drop 
in the dollar's value in the range of 25- 
33%. So why has this not helped to cut 
America's trade deficit? 

To find the answer, economists have 
taken to concocting rival indices. The 
traditional ones include only the curren- 
cies of industrial countries, yet a third of 
America's trade is with developing coun- 
tries. The currencies of the Asian NICs 
have barely budged against the dollar, 
and Latin American countries have had 
big devaluations. 

Once these currencies are included, 
the dollar’s trade-weighted value ap- 







: pas s fallen only 3 3% from its 1985 Lee 





` pears to have fallen very little. For. 
example, the Dallas Federal Reserve has. 
an index which embraces no less than 
131 currencies; this shows that the dollar _ 


Orient Express t Hotels _ 





Nostalgia can cost 
you dear 


For the owner of the Orient Express, 
Europe’s legendary London-to-Venice 
rail service, the time has come to stop 
playing with trains. The New York-based 
Orient-Express Hotels group is having to 
reorganise itself from top to bottom, raise 
fresh capital, sell off shipping interests 
and offer investors stakes in its hotels. 

In 1982, Mr James Sherwood indulged 
his fi&mboyant taste for the good life 
when he used the fortune he had amassed 
in container-leasing to launch the Orient 
Express. He spent nearly $30m refurbish- 
ing old carriages rescued from Europe's 
sidings, and put the legendary trans- 
European express back on the rails. Un- 
fortunately, what with frightened Ameri- 
cans staying clear of European holidays 
and bolder passengers pocketing nostal- 


Weight watchers eponymous 


Hey presto: the explanation of why 
America's trade gap has not shrunk? 

Alas no. Many of these new indices 
conceal more than they reveal. What 
matters for a country's competitiveness 
is not just its nominal exchange rate, but 
its real exchange rate—ie, after adjust- 
ments for variations in inflation. Strip- 
ping out inflation makes little difference 
when gauging movements in America's 
competitiveness against other industrial 
countries. because, in recent years, 
America's inflation rate has been close 
to the OECD average. 

But once the currencies of developing 
countries are included, especially those 
in Latin America, nominal exchange 
rates become a misleading measure. > of l 
competitiveness. Suppose, for example, 
that domestic prices doubled in Mi xi | 
while the prices of American exports 
remained constant (in dollar. tei Dd | 
even ui the seen rose. by | 



















% decrease Feb 1985 to Oct 1986. 


In a letter to shüreholders: Mr Sher : : 
wood points out that the light at the end ` 
of 7 






the first nine months of this year on 
revenues of $42.5m. The letter says that 
he is looking for a full-time chief execu- 
tive with a strong financial background. 
Mr Sherwood will remain as chairman. 
He also remains as chief executive of Sea 
Containers, which was a Bermuda-based 
subsidiary of SeaCo until the ING compa- 
nies split in 1984. — 

That was the year when Mr Sherwood 
started selling SeaCo's container ships 
and turning the company into a hotel and 
leisure group. He held out too long for 
stiff prices, and is still left with 12 out of 
his 23-strong fleet in a falling market. The 
company's loss this year includes a provi- 
sion of $17m for writing off ships. While 
SeaCo wallows through its transition 
from container-leasing business to a five- 
star tourism enterprise, Mr Shervfood's 
Bermuda company is tiding it over its 
financial problems. 

The new executive directors elected at 
the company's annual meeting in October 
have already changed SeaCo's name to 
Orient-Express. The aim is to cash in on a 
global brand image to market not just the 
London-Venice train (with liner connec- 
tion to Istanbul), but also to fill the ten 
upmarket hotels (the Cipriani in Venice 


countries) and is adjusted for the differ- 
ent rates of inflation in each. The new 
index used to move in tandem with 
Morgan Guaranty's old one, which cov- 
ered 15 industrial countries. But à gap 
seems to have opened up during the past 
two years: the old inflation-adjusted i "3 
dex has fallen 25% from its 1985 peak 
while the broader one fell by only 2095. 
Even so, this is still a significant decline. 
The puzzle over America's trade deficit 
remains to be solved. 


$ trade-weighted exchange rate 
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Please, don't steal the silver 


sets the tone; others are being upgraded 
to reflect the same gilded image). Those 
hotels at present account for three-quar- 
ters of Orient-Express's turnover. 

Mr Sherwood has realised that the trick 


American multinationals 


Tre VUA 





with hotels is not to own them, but to 
operate them. So he is trying to sell stakes 
of half to three-quarters of the ten hotels, 
and use the cash raised to expand the 
chain. 


The urge to go home 


American multinationals are a shrinking 
breed. Their share of the world's direct 
investment overseas is falling fast. A 
growing exodus from existing foreign op- 
erations has coincided with an increase in 
their capital spending at home; and with a 
marked rise in the worldwide investment 
of multinationals from Europe, Japan 
and elsewhere, especially investment on 
American multinationals' home turf. 

Two recent examples show how com- 
plicated these cross-movements have be- 
come. On December 2nd, Chesebrough- 
Pond's (maker, among other things, of 
Vaseline and Pond's Cream) agreed to a 
$3.1 billion takeover bid from Unilever 
(the Anglo-Dutch soap-to-Stork fats 
group). The deal should double Uni- 
lever's share of the $25-billion-a-year 
world market in health-care products to 
around 15%. It will also give Unilever 
access to Chesebrough's overseas sales, 
which last year accounted for about 2296 
of its annual sales of $2.7 billion. About 
one quarter of Chesebrough's assets are 
overseas. 

Next week, a team from Safeway, the 
American supermarket chain, is expected 
in London to meet potential buyers of its 
British chain of 121 supermarkets. 
Safeway sold its operations in West Ger- 
many, Australia and Canada last year. It 
is imitating other big American compa- 
nies. Gulf «Oil, Monsanto, Carnation, 
Beatrice, United Technologies and ITT 
are among a string of multinationals 
which have sold or cut their foreign assets 
over the past five years. 
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Twenty years ago, American multina- 
tionals dominated worldwide  invest- 
ments. Through their acquisitions of for- 
eign companies, capital investments in 
new plants and overseas earnings, they 
accounted for two-thirds of all outward 
direct investments overseas. That share 
has now sunk below 50%. 

European and Japanese multinationals 
have done most to topple their domi- 


America's flagging giants 


Stock of foreign direct investment 
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Source: US Department of Commerce 


nance. British and Dutch companies have 
built up the biggest stake in America but 
the Japanese share is growing fast: by 
3376 a year between 1979 and 1985. In 
1960, direct investment into America by 
foreign companies amounted to only 
11.5% of American direct investment 
overseas. By the end of last year, it had 
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risen to 78%. 

American multinationals are turning 
inward. The annual survey of 1,000 
American manufacturing companjes by 
the Conference Board, a lobby group for 
American business, shows that their capi- 
tal spending at home went up by about 
20% between 1983 and 1985. In the same 
two years, capital spending by American 
multinationals’ foreign affiliates dropped 
by 4%. The Commerce Department's 
bureau of economic analysis in Washing- 
ton calculates that the foreign assets of 
American multinationals hardly changed 
between 1982 and 1984. 

There are several obvious reasons for 
the inward trend. Lower oil prices have 
cut the foreign investment of America's 
international oil companies. The weaker 
dollar has made overseas investment 
more expensive for all American multina- 
tionals. American tax reform has made 
domestic operations more profitable in 
comparison to companies’ overseas 
operations. 

A more poignant reason is that some 
big American companies are 
scared of lagging behind their foreign 
competitors in their home markets, which 
have always provided them with the bulk 
of their business. So some of them are 
investing heavily and applying technology 
to improve the competitiveness ofetheir 
domestic plants and factories, even when 
this means reducing their workforces. 

Since the dollar’s fall, American com- 
panies have been devoting some of this 
investment to trying to increase their 
exports. Multinationals are now substitut- 
ing some direct investments with exports 


US multinational companies: 
assets Sinilion 


| Domestic 


TI EREEOTGERseeocosn id 
Overseas "e 


which are included in their global market 
shares. The puzzle is why American mul- 
tinationals did not invest more overseas 
when the dollar was high. In 1980-85, the 
dollar rose by over 50% in value against 
most European currencies, but American 
multinationals' foreign direct investment 
overseas grew by only 2095. 
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Aluminium is traded in two ways. 
First, on the London Metal Ex- 
Ü change (LME). This is really a 
financial market; it attracts spec- 
ulators and brokers who know all 
the tricks of futures trading. Sec- 
ond, over the telephone by pro- 
ducers and consumers; their main 
concern is not financial specula- 
~ tion, but to shift metal around the 
: globe so that it can be used by e 
"factories making all manner of 
goods, from beer cans to aircraft. 
In effect, there are two alumin- 
ium markets: the exchange or 
paper market, and the underlying 
physical market. - 
The relationship between the 
two can be strained. Above all, 
producers in the physical market 
; Sh gn on the exchange 
rud e over the way in which 
aluminium should be priced. Any 
LME trader will argue that the 
exchange is the best aluminium- 
price-setter in the world; ex- 
. change traders like the way that 
the LME price can move fast and 
far, because volatile prices create 
Opportunities to make profits. 
-= Producers and customers dis- 
agree. They like steady prices. 
Stability makes it easier for them 
to plan their output, orders and 
investment. 
Before the aluminium market 
started on the LME in 1978, a 
group of six big producers—led 
by Canada's Alcan and Ameri- 
’s Alcoa—announced their 


ove. prices up if demand out- 
ped supply, and stop them 
ng at times of surplus. On the 
le, they were successful in 
r attempt to insulate them- 


wn, whatever the balance be- 
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on the official price, usually with- 






pre-LME system was much slower 







:omprise many pee and se le 
are virtually homogeneo 


now occur in days. 25 
Over the past diy years pro- 
ducers have had to give way to 


_ prices jointly. The idea was to - 


es from market forces: offi- 
cial producer prices went up, not option deals. 
took ap its pis 


ween demand and supply (see . 


True, the grip of the six -€ 
ak Stocks were 
ugh, producers offered discounts | 


ut publicising the fact. But the i 
O respond to market pressures 


han the present one. A price the contra 
shift that used to take months c can price fell 


After the opt 


such good— cedere to find two markets in- guid 
' ‘of one. They are linked, butoddy  . A  . 20 


traders. The LME price has re- 
placed producer-set prices in con- 
tracts everywhere, Producers are 
increasingly unhappy. They ar- 
gue that the exchange price is set 
by speculative pressures, and of- 
ten has little to do with the long- 
er-term fundamentals of supply 
and demand. It is, they say, a 
case of the financial-market tail 
wagging the physieal-market dog. 
A few months ago, for exam- 
ple, a well-known trading house 
called Marc Rich bought options 
to buy large tonnages of alumin- 
ium. (Options are granted by 
some traders on a telephone mar- 
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ket, which i is linked informally to. 


the LME). The amount of alumin- 
ium in LME warehouses ' was close 
to. the amounts set in: "Marc Rich's 
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rises to come. Everybody makes .. 


money while the trend continues. 

Then, just as traders are start- 
ing to feel that the price run is on 
shaky ground, news hits the mar- 
ket that the smelters have settled 
with the strikers. As one, the 
traders "turn their books" and go 
short—ie, become sellers. They 
hope to make money as prices fall 
by selling forward and buying in 
later at lower prices. As every- 
body. is a seller, prices fall 
rapidly. . 


: The quick and the 
smooth | 


Turmoil in tin. disturbed the link 
between the physical market and 
the exchange in two ways. First, — 
for a short time, there was little 
trading on the LME; so when its 
; prices moved out of line with the. 
physical market, buyers or sellers 
of physical metal found if impos- 
sible to take advantage of the 
. difference. Their presence on the 


Can a market be too quick to exchange could have . been 
respond? In theory the exchange enough by itself to move pices 
price should never move too far against them. 


out of line with the fundamentals 
of the physical market. If there is 
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Second, in deciding whether to 
do business on the LME producers 
and consumers had to take ac- 
count of the risk of dealing with a 
trader who might be in trouble. 

One way to avoid that risk was to 
deal only in the physical market, 
where traders can choose their 
business partners. 

The fuss over tin was a rare 
event. Other, less dramatic, fac- 
tors also affect the relations be- 
tween the two markets. For ex- 
ample, the. minimum grade of 
aluminium which the LME allows 
to be traded is poorer than most 
users require. That could dis- 
courage a physical buyer from 
going to the excharige, even if its 
price were lower. 

Second, most of the world's 
aluminium business is conducted 
in dollars, while LME contracts 

'are traded in sterling. So if indus- 
trial buyers and sellers used to. a 
dollar business go to the LME they 
have to take on either the curren- 
cy risk of dealing in sterling or the 
extra costs of hedging their cur- 
rencies.. The board of the LME 
recognises. problems. Such as 
these, and is set to PROBE! the 
a tight physical market, contracts. 
hould turn to the EME to. Understandably, producers are 
| reluctant. to surrender price-set- 
stocks . and. pushing . "up. ting. to the. exchange. A French | 
fo EUN . aluminium. producgr,. Pechiney, 
] "cive. forces _ do made a brave. attempt to maintain 
the recent tin dra- producer-priced sales. It con- 
-hot always as well structed the Pechiney Index Price 
de October, the (PIP), 
€ lic 







LME price 





World Bureau at Metal Statistics 


plenty. of aluminium .about and 
the LME price is too high, surplus 
metal should find its way on to 
the exchange, raising supply and 
thus. causing the LME's price to 
fall and its stocks to climb. Simi- 

y, if the exchange price is too 
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on the company's completed 
sales. Pechiney tries to work a PIP 
element into its long-term con- 
tracts. The idea is for price to 
adjust to the market, but more 
slowly, and with smaller fluctua- 
tions, than on the LME. But the 
index has not caught on with the 
rest ofthe industry. Consumers 
complain. that they cannot tell 
how the PiP-—an index rather 
than a sterling price—stands in 
reltion to the LME. 

Earlier this year a Swiss pro- 
ducer, Alusuisse, tried to per- 
suade a group of smelters to set 
up a new pricing system. But 
dissent within the group meant 
that the scheme has been 
shelved, at least for now. And 
though American producers have 
a Scheme which can be easily 
mistaken for price-setting, it is 
really nothing of the kind. They 
post their transaction prices; but. 
these change quickly in response 
to market conditions. Traditional 
producer prices, which avoid all 
volatility, have died. 

Those nostalgic for the old re- 
gime should remember what hap- 
pened not so long ago to the most 
unresponsive pricing scheme 
imaginable—after it had caused 
havoc in part of the market. Ca- 
nadian giant Alcan used to de- 
clare the Alcan World Price. 
(AWP) for aluminium. In the 
1970s it based its own sales on the 
AWP. Other producers, such as 
the Venezuelans, took up the 
AWP for their own sales. Japanese 
buyers, in turn, signed long-term 
contracts with Venezuela on an 
AWP basis. The Indonesians cost- 
ed an entire aluminium smelter 
on the AwP, linking alumina and 
electricity contracts to the price. . 

Over time, Alcan drifted away 
from its own creation and sold at 
prices that differed from the Aw». 
By 1983 the price of exchange- 
market aluminium had fallen far 
below the last published Awp, 
which sto 

ee chart 


(s Alcan no longe 
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than the free 


tracts completely to an LME base. 
Overnight, the price that the 
Venezuelans received for their 
aluminium fell by nearly 40%. 


Adjusting to 
uncertainty 


How have producers coped with 
the demands of a rapidly moving 


ILME price, which sometimes ex- 


aggerates trends in the physical 
market? In one sense they have 
become. more responsive. They 
spent much of 1983 and 1984 
announcing production cutbacks 
when prices fell. In other ways, 
they chose to delay: — 

@ Many of the world’s alumina 


contracts are linked to the price, 


of aluminium metal. So too are 
many of the aluminium produc- 
ers’ electricity-supply contracts 
(aluminium production is energy- 
intensive). Therefore, when the 
price of aluminium falls, so too 
do the producers’ costs, That, in 
turn, allows the producers to bear 
even lower prices. This encour- 
ages too much production when 


demand slumps, and too little 


when extra output is needed. It 
thereby amplifies the volatility of 
prices in the market: 

@ Some big aluminium compa- 
nies have managed to shift the 
shocks of LME prices within their 


companies by transfer pricing— 


which means selling alumina or 
aluminium to other parts of their 
organisation at non-market 
prices, Alusuisse got into trouble 


with Icelandic tax authorities in 
. 1981, when Iceland said the com- 


pany was doing just that. The 


Australian government also reck- 
ons that some companies are jug- 
gling their transfer prices to keep 


sments. 


down ta: 





me aluminium producers are 
responding to volatile LME prices 


sal 


by reducing their dependence on 





- aluminium ingots—the 


form of the metal that is traded 


2 . Instead, they 
the 






















reckon, will always give better 





returns precisely because the pro- 
ducers can retain closer control 


over prices. The transparency of 
an exchange market means that 
the world knows the day’s price 
for an ingot. But semis differ 
according to the customer's re- 
quirements. Finding a price is 
more difficult; the buyer must do 
it by telephoning a number of 
producers. | | 

Aluminium producers will not 
be able to hold off forever the 
day when prices of semis behave 
more like commodity prices. In 
copper, which is a more mature 
market than aluminium, semis 
arg already often traded at a 
simple premium to the LME metal 
price. The start of a similar trend 
can be found for aluminium in 
the more widely-used kinds of 
semis. In Europe some customers 
find that companies will “toll- 
process" ingots into semis for 
them. That means consumers 
purchase ingots, and then pay a 
premium for the processing. As a 
result, the price of the semi fol- 


Talking business 


shoot up or down in minutes. 


change hands, 
place in LME warehouses. 


long, only to find that 
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, the producers 


new dilemma. The violent swings 


A market such as the LME is known in the jargon as a terminal. | 
exchange. These can mimic the ideal of a perfect market. They | 
have many buyers and many sellers, all with direct access to lI 
each other. On the LME, trading is done in five-minute "rings", $ 
when traders shout out their prices and conclude deals. They 
have copious information from newswire services. 


There are two ways for traders to make money. When prices 
are rising they büy up contracts and resell them later at a hi 
price. This is called "going long". I 
profit by (a) selling a contract with a future delivery date and | 
then (b) buying one to “cover” the sale when the delivery date is 
nearer and the price lower. This is “going short". The essential 
rule is to buy low and sell high. Most business does not result in 
any metal actually being delivered to a customer. Contracts 
but the metal which backs them 


Sometimes traders misjudge a market, which 
more silly expressions.. “Stale bulls" 


or fabricated | 



















in LME prices which they hate 
much could force consumers 
switch to other materials. Plastics 
are often a good substitute. 
Switching will be awkward b 
cause it is much easier to lea 
the aluminium market than to 
enter it. It can take ten years of 
planning and exploration before 
a new smelter or mine comes 
onstream. i 

Some traditional producers are 
playing safe and trying to diversi- 
fy away from LME metals. In the 
meantime, it makes sense for 
producers and consumers alike to. 
encourage the development of 
the LME. That way, they will be 
able to make better use of it 
themselves—smoothing out the — 
effect of price changes by hedg-- 
ing, for example. But whether 
they can learn new tricks or not, 
they no longer have any choice 
but to play by the old rules of 
supply and demand. E 













































































Prices can | 








When prices are falling they 























stays firmly in 















































i Record p rofitsi in 
an eventful year, 


Chairman and Chief Executive, 
Neil Shaw, reports: | 


wl Eighth successive year of profit.. 
growth. 


12 Monopolies Commission. 
i decision on bid for S. & W. 

-Berisford/British Sugar is 
expected shortly. 

a EEC Commission is reviewing 
European cane refining costs and 
margins. 

a New calorie-free sweetener 
"sucralose" goes to government 
authorities for approval. & 
n Profitable first year for Western s 


Sugar Company. Two. additional 
beet plants acquired. - 
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Mr Ivan Boesky, the crooked Wall 
Street arbitrageur, may have provided 


the tip-off which prompted Britain's 


Department of Trade and Industry 


(DTI) to launch an investigation on De- 
cember Ist into Guinness, a beer, whis- 
ky and retailing group. Mr Boesky 
played a role in helping Guinness earli- 
er this year to win control of Distillers, 
a Scoffish whisky firm, from a rival bid- 
der, the Argyll Group. So. did Mr Me- 
shulam Riklis, owner of Rapid-Ameri- 
can Corporation, which distributes 
DiStillers’ Dewar's whisky in America. 
The prtis investigating Guinness under 
two sections of the Companies Act 1985, 
which have wide-ranging provisions. 
One, section 422, relates to fraud, misfea- 
sance or other misconduct and non-dis- 
closure of information to shareholders 
"which they might reasonably expect”; 
the other, section 442, relates to the share 
ownership of the company. The purpose 
of the investigation is to establish whether 
there existed within the definition of the 
act an illegal concert party—ie, a number 
of supposedly independent investors act- 
ing in concert to inflate the Guinness 
share price and/or to buy up stock in 
Distillers and pledge it to Guinness. 
Initially, the DT! sleuths moved into 









Guinness and simply looked at publicly- 


available documents relating to Guin- 
ness's bid for Distillers. Then they 
popped round to the company's merchant 
bankers, Morgan Grenfell, to look at 
share dealings in Distillers as well as other 
documents. Morgan Grenfell was at the 
centre of another City controversy when a 
senior executive, Mr Geoffrey Collier, 
resigned last month. This week, he was 
charged with offences relating to pur- 
chases of shares in AE, an engineering 
group, shortly before Hollis, advised by 
Morgan Grenfell, made a bid. At the end 
of November, Mr Collier was in America 
talking to both the Internal Revenue 
Service and the Securities and Exchange 
Commission. 

The DT! has since widened its investiga- 
tion beyond Guinness and Morgan Gren- 
fell. Three other City firms have had 
inspectors calling. These are two invest- 
ment bankers, Cazenove and Kleinwort 
Benson, as well as Wood Mackenzie, the 
stockbroking arm of Hill Samuel. The 
request for information by the DTI does 
not imply any guilt on the part of the 
investment banks or that they are under 
suspicion. 

Much of the DTI's interest centres on 
Mr Boesky, who approached Argyll when 
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it made its first bid for Distillers in 
December last year. He offered to buy 
Distillers shares and to warehouse them 
for Argyll. Mr Boesky was looking for a 
quick megabuck but was shown the door. 

Did the arbitrageur then stroll ower to 
the Guinness camp? Guinness says: *No 
comment." A Morgan Grenfell director, 
Mr George Miller, says: “I do not know. I 
do not know what answer might be given 
by my colleagues dealing directly with the 
matter.” However, Mr Boesky did buy 
shares in Distillers shortly before Guin- 
ness made its shares-and-cash bid in Janu- 
ary. These shares were ultimately sold to 
the brewer. Mr. Boesky's purchase of. 
Distillers shares was reckoned by other 
Wall Street arbitrageurs to be “his biggest 
play" in Britain. — : 

Mr Riklis bought shares in Guinness 
through his Atlantic Nominees company 
in the closing stages of the bid, which 
helped prop up the share price and assure 
Guinness of success. Argyll’s merchant 
bank advisers, Samuel Montagu, com- 












üc Nominees was actirig on behalf o 
Guinness. The panel disagreed. Guinr 


during the Distillers bid, had slid to 
























In Parliament this week, a Labo 
spokesman on business affairs, Mr Ro 
Cook, alleged that not only did. 



























ed iyo of London’ Police Fraud squad | 
been called into Exco, the big inter- 
onal money-broking firm. The inves- 
tion centres around Exco’s local au- 

















00,000 which was channelled into a 
rsey nominee company. The beneficial. 
wners of the offshore company were, 
parently, - ex-employees of Exco, 
hich is being taken over by British & 
ommonwealth, the investment group. 






























































cash-drain is due to "irregular" dealings, 
theft or absent-mindedness. 


heb bid. That is a common theory, but not 
one borne out by Argyll’s share price 
movements. 

There is nothing illegal in a "concert 
party" formed during a bid, provided its 
existence is disclosed to shareholders if 
those entities acting in concert control 
more than 5% of the target company. 
Likewise, there is nothing wrong in an 
agreement with a third party to prop up a 
bidder's share price—provided that this, 
too, is made public. 


Merrill Lynch in Europe 
Thundering heard 


Merrill Lynch Europe is the flagship of 
the American brokerage house’s interna- 
tional operations. Unfortunately, despite 
being a leading force in the Euromarket, 
with an ability to place securities second 
‘to none, Merrill in London is strife-torn. 
_A succession of chief executives have 
tried to make the bank's 1,800 staff work 
as a team. Latest in the saddle is Mr Jean 
2 Rousseau, but. his recent reshuffle of 
-senior management has heated up an 
lready tense atmosphere in Merrill's 
'insbury Square offices. 

_ /oThis year, Merrill has lost ground in the 
surobond league table, falling from sec- 
d place. to ninth in the value of new 


le Eurobond league table 
p ten | bookrunners, all Eurobond issues 
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ority mortgage-bond broking arm, and |. 


The fraud squad is unsure. whether the | | 
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the usd pes on 
Lynch has made more profits than most 


on issuing. Eurobonds and Euroequities 


this year: about $20m, if-swaps linked t 
bond issues are included, according to 
sources in Merrill. Other sections have 
made more: trading of fixed-rate Euro- 
bonds about $50m, and sales of bonds and 
Euroequities about $50m. Money mar- 
kets, including Eurocommercial paper 
where Merrill leads, made about $15m. 
All these figures are gross—ie, excluding 
costs, which are typically half of gross 
profits in Euromarket firms. 

So why the problems? Merrill does not 
have a reputation for teamwork in the 
Euromarket. The firm's way of paying its 
staff does: not encourage co-ordination. 
The annual bonus—which often makes 
up over half of total pay—is more depen- 
dent on the profits of an employee's 
particular activity than it is at other firms. 
So the incentive for one part to share 
business intelligence, or to give up profit 
for the good of the firm, is small. 

Mr Stanislas Yassukovich—a Russian 
emigré, breeder of polo ponies, and a 
well known figure in the Euromarkets for 





20 years—took over as chairman and. 


chief executive of Merrill Lynch Europe 
18 months ago. He proved better at 
representing. the bank. (he sits on the 
councils of the new International Stock 
Exchange and the Securities Association) 
than at running it day-to-day. So six 
months ago New York sent over Mr 
Rousseau as chief operating officer. 

Mr Rousseau has set up à new five-man 
executive committee above the existing 
14-man management committee. He 
wants this new committee to give the 
bank better strategic direction, and to 








head of bond trading, and 






respecte igure in the Eurobondi market. 
He declines to comment on the matter. — 
Others include Mr Dante M pntalbetti, : 








Franzi, who ran investment banking until 


six months. ago, as well as managing a 


directors in charge of equities, mergers 
and acquisitions, and security sales. 

In the Eurobond new issue market, 
Merrill Lynch has never matched the 
reputation of the leading players, such as 
CSFB, Morgan Stanley or Salomon Broth- 
ers. It has invented fewer new financing 
techniques, and its market share has 
usually lagged behind its peers, although 
last year's performance (second place 
with 6%) was an exception. This year’s: 
slippage has been influenced by the great- 
er popularity of non-dollar currencies — 
with investors; unlike some other Ameri- 
can firms, Merrill has been slow to diver- 
sify out of dollars into D-mark, Euroyen : 
and ECU bonds. Floating-rate notes, in- 
which Merrill is relatively strong, haye 
also been less fashionable this year, than - 
in the past. 

Problems in the investment banking 
department have also reduced the nüm- : 
ber of bond issues lead-managed by the- 
firm. This year, the department has. 
lacked a head and lost several bankers. 
with good contacts with key clients, such 
as Mr Philip Porter. Some of these defec- 
tors have not yet been replaced. 

Merrill Lynch Europe has suffered 
from a lack of continuity at the top. It 
needs a strong figure with a clear strategy, 
who knows the Euromarkets, and can 
bash heads together and instil some team 
spirit —while holding his own with Merrill © 
in New York. Mr Rousseau may become | 
that man, if he can ride out the fuss 
caused by his management changes. He 
lacks international experience but has - 
proved himself before by making Merrill 
a leader in the American municipal bond 
market. Mr Rousseau says he wants to 
change the way staff bonuses are calculat- 
ed. He is amiable and determined. Per- 
haps he really will make Merrill's Europe- 
an herd thunder together. ! 


















year, and many others look set to follow 
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banks' advantage. 


Foreign banks (especially the Swiss) 





|. Most American fund managers use traded oy 
| . control their risks. Devotees claim to impro 

investments by as much as two percentage points 
British investors have been more wary. Nov 


on in London 


The traded options market in British 
equities, run by the London Stock Ex- 
change, is the fastest growing equities 
options exchange in the world: Yona 
month average growth in the number of 
contracts traded. Investors can now 
trade options in London that give the 
right to buy or sell 42 different British 
shares (out of nearly 3,000 companies 
listed on the London Stock Exchange). 
New options contracts are being intro- 


duced at the rate of one a month. 


managers use options. 


A traded options contract on a share is 
the right to buy or sell that share when or 
after it hits a pre-set price, or “strike 

- price", until a given date, the "expiry 
date". Each contract is usually for 1,000 
shares. There are two types: “call” op- 
tions, which give the owner the right to 
buy the security; “put” options, which 


give him the right to sell it. | 
Options are concerned with the con 


trol of risk. Risk in the securities markets 
is related to volatility—how much a 
share price or currency fluctuates. As 


market volatility has grown, so has the 
demand for recipes to reduce risk or to 


exploit it. Users effectively swap the risk 
of their shares falling for the risk of 


losing all of the small price paid for an 
option. Options have a racier side too— 
they are a highly leveraged form of 


_ investment, meaning that big wins can- 
. come from small stakes. So the bold can 


use options to exploit volatility in search 

| of profit. 7 
Options differ from futures in that 
. they do not have to be exercised. The 
equity need not be bought or sold by the 
-holder ofthe option as soon as the strike 
_ Price is hit (he can hang on in hope of 
| | something better). For this right he pays 









market. Traditional industrial cus 

fe borrowing directly from the 
t, by-passing the credit. 
of the banks. Credit-card or 
tions and retail companies are t 


i ch is changing in German 
finance; a lot of it not to the domestic 


$ on American equities to 
the returns on their 


Now, at last, optíons are catching 


"writes" the option. If that 
exercised, the writer has to 
pared to supply the 


underlying equity 
(if he writes 


calls), or buy it (if he 


Suppose that a pension fund owns £1m 
worth of company A's shares, which it 
t at 100p; and that it is loth to 
accept the risk of the share 
by more than 15p. It can then buy put 
options on company A's shares to sell 
them at a strike price of 85p. If the share 
price crashes to 60p, the fund's maxi- 
mum loss will be 15p a share, plus the 
cost of the put options, rather than the 
full crash. Options can be put together in 


But this fast growth is from a small 
base. In London, the turnover in equities 
traded in the form of options is less than 
10% of total daily turnover on the stock- 
market. Fewer than a fifth of British 
fund managers use options. On the New 
York Stock Exchange, the underlying 
value of equities traded as options often 
greatly exceeds turnover in the equity 
market itself, and almost all investment 


25 Traded options in London 
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into financial services. The ins 
companies, for long sleeping gian 
huge financial muscle, are waking up 
new chances at home. ae 

One of the wakers is the Aachener u 
Münchener insurance group, in wh 
Britain’s Royal Insurance has a 20 
























































banned from using them by their trust- 
ees. In America, options are seen in a- 
more positive light. j | 
The. most serious problem for options ^. 
in Britain lies in the market itself. Thin 
markets discourage investors. That is .. 
why the option on the FT-SE index of d 
Britain's 100 top shares, introduced by | 
the London Stock Exchange last year, | 
proved a disappointment compared with ^] 
its American equivalent, the contract on 
the Standard & Poor's 100 Index, which s 
has à turnover of more than 500,000 1 
contracts a day. One way to boost trad- |. 
ing volumes could be to allow *locals"— 
individuals trading only with a view to I 
making a profit—to buy seats on the- 
floor of the exchange at cheap rates. At 
present, locals are put off by the high .. 
membership costs. The CBOE and Am- D 
sterdam's options market have adopteda | 
cheap-seats policy with. success, but so — 
far London has no plans to follow their unt 
example. Nd 
Other factors are helping options to | 
catch on. The most dramatic will be ee 
flotation of British Gas on December - si 
8th, for which lots of options will be. E 
written. Market makers expect totalop- 
tions contracts traded on the first day of 
dealing to reach a record 70,000. Previ- 
ous new issues, like British Telecom and 
TSB, have caused mini-booms, because I 
investors can buy call options to acquire |] — 
shares in short supply or to sell off at a 
quick profit. These bursts of activity tend 
to ratchet volume up. | 5 
October's Big Bang has helped, by... 
making options look relatively more 
profitable. Now that fixed commissions 


empt from the 4% stamp duty levied on 
share trades. Trading volume for y em : 
day in. 














































































panies have not trod on each others’ toes . 
Now, the country’s 13th biggest bank— 
with total assets of more than DM60 
billion—is being taken over by the sev- 
nth largest insurer with 1985 premium 
come of DM3.3 billion (and total group 
venue including building society and 
other activities of DM4.7 billion). 
- The Aachener und Münchener will 
have to strain a bit to raise the money. 
~ And although it will soon be able to sell 
its insurance policies via the bank's 257 
outlets countrywide, it may take years to 
squeeze the full potential from its emerg- 
ing financial conglomerate. But it has 
flung down a challenge which neither the 
banks nor other insurance companies can 
'safely ignore. 
-That goes above all for Allianz, the 
country's biggest insurance group with 
:1985 world premium income of DM17.4 
billion, consolidated net profit of 
:DM328m and huge hidden reserves. This 
year, Allianz bought Cornhill Insurance 
of Britain for about DM1 billion and is 
taking control of Italy's RAS group for 
-morékhan another DM1 billion. A recent 
"capital increase and issue of profit-shar- 
ing certificates means Allianz is still flush 
: with funds. It has also given itself (like the 
Aachener und Münchener before it) a 
fnew. group structure under a holding 
-— company, which will let it diversify more 
. easily into non-insurance fields. 
Mr Wolfgang Schieren, Allianz's chief 
"executive, is a dynamic little man with a 
taste for power. He was stung when the 
- Deutsche Bank moved a bit into his patch 
‘by starting a savings scheme with life 
- jnsurance cover in 1983. He hinted that 
— Allianz might take up banking-type activ- 
-ities in response. It hasn't so far, but the 
< Aachener und Münchener's purchase has 
now offered a strong incentive for him to 
start moving. dS 
. Will the banks hit back, and if so how? 
ome. sectors are better placed than oth- 
rs. For example, the co-operative banks, 
with more than 20,000 branches country- 






































intensified. — — — "m 
The private commercial banks (includ- 
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ide, already have firm links with the 
.&V (Raiffeisen and Volksbanken) insur- 
ance group. Those ties are likely to be — 


4ng the big three with their 3,000 - 
branches) are in a quandary. One chance. 
to stage an Aachener und Münchener-. 
ype coup in reverse may be staring them 
in (starved of 
funds by the fiasco over their Neue Hei- 
mat property group) are ready to sell off 
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bigger profits by co-operating with sev 










e as. 
al insurance companies instead of buying 
— In their heyday the big banks in West 
Germany concentrated on large firms as 
customers, and treated individual clients 
with some disdain. But now they have 
more than 20m customers with around 
DM150 billion on deposit, many of them 
individuals who are growing more choosy 
about where they put their money. Some 
of those are getting offers from sources 
they would hardly have dreamed of a year 
or two ago. 





Securitisation in America 


Next stop, Uncle 
oam 


+ 
NEW YORK 


America is in love with securitising and 
selling off debt. The latest target is lend- 
ing by the federal government. Congress 
has approved a programme, starting in 
January, to sell as marketable securities 
federal loans with a face value of $7 
billion in the rest of fiscal year 1987 
(which began in October 1986). The fed- 
eral agencies affected include Eximbank 
and the Farmers Home Administration. 
The government's Office of Management 
and Budget (OMB) expects the sales to 
raise up to $4 billion, depending on the 
discount that the market demands. 

Wall Street investment bankers, ever 
eager to package and sell new kinds of 
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Congress approved the programme as a 
politically painless way of making a small 
dent in the 1987 budget deficit, which 
under the Gramm-Rudman Act is meant 
to be no more than $141 billion. Econom- 
ically, the wheeze would not be painless 
at all. The government would get money 
up front from the sale of the loans at a 
discount to face value, and forfeit all 
future interest and principal receipts. 

A better reason for securitising federal 
loans is that the market's valuation will 
reveal the hidden subsidy in such lending. 
Management and servicing of the loans 
should also become more efficient. All 
federal loans will be sold without govern- 
ment guarantees. This means the buyer 
assumes the risk of default. Otherwise 
there would not be even a nominal reduc- 
tion in the deficit. 

The OMB is hoping to expand loan sales 
in fiscal 1988, subject to congressiogal 
approval. Besides selling more existing 
loans, it wants all eligible new loans to be 
sold as soon as practically possible. That 
will not mean all the $40 billion worth of 
new federal loans made each year, be- 
cause many (eg, credits for foreign mili- 
tary sales) are deemed unsuitable for sale 
even by the Reagan administration. 

As its next privatisation of debt, the 
OMB would like to reinsure in the private 
market the government guarantees that 
are made on some loans to private credi- 
tors. In fiscal 1986, there were nearly 
$150 billion worth of such loans, mostly in 
housing. 

Congress is likely to approve more loan 
sales—if only because the Gramm-Rud- 
man Act's target for the fiscal year of 
1988 is a deficit of $108 billion. Selling 
loans is thought preferable to cutting 
spending or increasing taxes. But it is not 
going to be a lasting cure. 


Banking in Europe _ 


Your plastic or 
your life 


Britain's biggest banks have at bast agreed 
to set up a national system for electronic 
payment, more clumsily known as elec- 
tronic funds transfer at the point of sale 
(EFT-POS). By 1989, their tris scheme will 
connect 2,000 terminals in three cities to 
the account information of 12 participat- 
















Bank will launch a lower-tech tool 
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for a similar purpose: Britain's first debit 
card, a piece of plastic which acts like a 
credit card but takes money directly from 
the user's bank account instead of run- 
ning up a credit-card bill. Other banks 
plah similar experiments. 

With EFT-POS, shoppers insert a mag- 
netically encoded bank card into a termi- 
nal, and the amount of the purchase is 
simultaneously credited. to the retailer's 
account and deducted from the consum- 
er'€. Key Note, a market research compa- 
ny, thinks that EFT-POS will account for 
12% of spending in retail outlets in Brit- 
ain by 1996, compared with 14% for 
credit cards, 41% in cash and 33% in 
cheque payments. 

This is all part of the worldwide switch 
from paper to electronics. Banks are 
handling à growing volume of money 
transfers, but are often losing money on 
them. Like safeguarding money and mak- 
ing loans, handling payments is a basic 
banking product—but one which is gener- 
ally underpriced. Since higher prices lose 
customers, banks need to seek cheaper 
ways of controlling payments (EFT-POS, 
etc)—especially as they have to fend off 
competition from non-banks like charge- 
card. companies and airlines that also 
want the business. 

The turmoil is greatest in Europe, the 
biggest retail banking market and the 
most fiercely divided on payments Sys- 
tems. As long as that division remains, 
the returns from individual countries' 
advances in EFT-POS and other systems 
will be constrained. 

The table shows how payment. prefer- 
ences vary, A handful of (mostly. north- 
ern) countries have good giro systems, 
which use lots of direct debits and auto- 
matic transfers between bank accounts to 
pay bilis, plus standardised Eurocheques 
for use in shops. Eurocheque guarantee. 
cards ; are ong 
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in automated teller machines (ATMs). 
West Germany, the Benelux countries, 
Switzerland and. Austria are the hard- 
core. Eurochequers. Non-Eurocheque 
Sweden has a good giro. 

Other countries are reaching for mass 
plastic. In Spain, Italy and Portugal, 
consumers use cards when they have no 
cash. British and French banks wdnt to 
wean. customers off cheques (which are 
expensive. to process) and on to credit 
cards (which raise revenue from retailers 
and create high-interest loans out of late 
payments). France and Britain lead Eu- 
rope in ATMs, too. 

Until now, the "best" payments sys- 
tems—ie, those cheapest for the banks 
and. most convenient for consumers— 
have been the giros, with Sweden top of 
the list, according to a new study*. That 
will change as some banks handle the 
change to. chips from paper better than 
others, the report maintains. The French 
are spending most on technology and 
should improve quickest. West German 
and Dutch banks, less willing to invest, 
may see their systems lumber into the 
sunset. Britain should be close to the 
best, followed by  microchip-minded 
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“Unless, that is, ‘Europe finds a cor 
payments system, by accident or de: 
It might. Spanish holidays have | 
masses of northern Europeans soub 
shown the problems of different, oft 
incompatible, payment systems. Trav 
lers known to carry cash are those m 
likely to be mugged. So muggers will 
pleased by the latest figures from Laffe 
Business Research for MasterCard Intei 
national. They suggest that four-fifths o 
Spaniards who travel abroad still bring 
their money with them: especially to West 
Germany, where their Visa cards are 
useless. Only 31% of Britons do; four- . 
fifths of them use travellers cheques to get _ 
cash abroad. Almost three-fifths of wan- 
derlusting West Germans write a Euro- _ 
cheque to get cash outside Germany. —. — 

Nobody can agree on what sort of - 
European system should emerge, or 
whether it should be European at all. The | 
big (originally American) charge and . 
credit card companies have been kept out — 
of some Eurocheque countries; but they _ 
are now pushing their international wares _ 
across national borders. MasterCard is | 
believed to have tired of being a soft-sell - 
travel and entertainment company in Eu- 
rope, rather than the mass-market credit | 
card company it is, “everywhere else. 
Visa—already big in’ France, Spai and 
Britain—is about to persuade some West | 
German banks.to hand out Visa cards to 
creditworthy éustomers. D 

Eurocheque“and Eurocard (a charge : 
card loosely linked to MasterCard) talk of _ 
merging, which could provide the basis of 
a European ATM and. EFT-POS system 
eventually. Non-Eurochequers are un- 
easy at the prospect of a payments system 
that prescribes which products can be — 
used, too. In America, systems are com- - 
ing to be common carriers that accept a 
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equities or government bonds to be mar- 
ket makers as well. There are no market 
makers at all in equities. 

The most significant change for for- 
eigners is that banks can now own stock- 
broking firms, or set up securities dealing 
teams themselves. America's Citicorp 
now has a 29.9% stake in J. & E. Davy, 
the largest Dublin stockbroking firm; 
James Capel, the broking subsidiary of 
the Hongkong and Shanghai Bank, has 
bought 40% of Goodbody Dudgeon, a 
stockbroker, now called Goodbody 
James Capel; and France’s Paribas holds 
a minority stake in Doak, a tiny stock- 
broking firm. 

What has driven these international 
firms into what was a forgotten, albeit 
foreign, backwater of the London Stock 
Exchange? The main answer is the grow- 
ing business in Irish gilts (government 
bonds). In 1972, only 1R£770m ($1.9 bil- 
lion) of bonds were outstanding com- 
pared with IR£10.5 billion today. Turn- 
over has climbed to more than IR£100m a 
day (see chart) and looks set to rise 
further as more people get the taste for 
more active portfolio trading. 

These figures, although small com- 
pared with the big league of government 
bondsters, dwarf the Irish equity market 
with its capitalisation of IR£3 billion. 
Muq} of the trading in shares of the four 
largest Irish companies that make up the 
greater part of that capitalisation is car- 
ried on in London. 

Irish gilts trading took off in 1979 when 
Ireland broke its pound's 50-year-old par- 
ity with sterling in order to join the 
European Monetary System (EMS). Until 
the break, the Irish government bond 
market was almost immune to domestic 
economic trends and policy. Dublin's 
money and capital markets closely fol- 
lowed those in London, since any discrep- 
ancies between the two markets were 
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quickly removed by arbitrage. 

Before Ireland joined the EMS, and 
introduced strict exchange controls, Irish 
institutions did much of their business in 
London. Since then, Irish institutions 
have been shepherded into buying Irish 
gilts by rules such as that barring any 
institution from investing more than 10% 
of its cash-flow abroad and a stipulation 
by the Central Bank that commercial 
banks hold 25% of their liabilities in 
government securities, and other banks 
13-15%. Further encouragement for Irish 
institutions to invest at home has come 
from the government’s huge borrowing 
and its efforts to finance more of its needs 
domestically rather than abroad. This 
year, the government’s borrowing re- 
quirement will equal 8.7% of GNP. 

Yet Ireland’s financial markets are still 
hostage to the fortunes of sterling, be- 
cause Britain is Ireland's largest trading 
partner. Sterling’s slide this year has put 
competitive strains on Irish industry, per- 
suading the government in Dublin to 
devalue twice this year within the EMS, by 
3% th April and 8% in August. 

Each threat of devaluation pushes 
money out of the country. Investors be- 
came jumpier still early this year in antici- 
pation of the imposition in April of a tax 
on savings, the Deposit Interest Reten- 
tion Tax (DIRT). Estimates for money lost 
through this so-called “black hole" range 
around IR£I.S billion for this year, al- 
though much of that may be attributable 
to leads and lags on import and export 
payments. The outflow has a direct im- 
pact on the liquidity of banks, which then 
off-load government securities in line 
with their shrinking deposits. 

These pressures have pushed yields on 
long-term Irish gilts above 13%, more 
than two percentage points higher than 
on British gilts. Nervousness in the gilts 
market, still recovering from a tumble in 
October, has other sources, too. One is 
the political frailty of the coalition gov- 
ernment, which has no clear monetary or 
fiscal policy and which may be pushed 
into an election early next year. If only 
political uncertainty were to ease, foreign 
investors, who already own about 5% of 
the gilts outstanding, could be tempted to 
buy more. Yields are high and foreigners 
could find comfort in Ireland's low (2%) 
inflation rate and the punt's relative sta- 
bility in the EMS. 

The gilts market still runs roughly on 
the lines of the old British market. It has a 
government broker, under the direction 
of the Department of Finance, who han- 
dles all new issues and is the only market 
maker. The government broker lists the 
prices he will deal at, but with two 
important (some say unfair) conditions. 
First, he does not have to list prices for, 
(and hence buy) all issues, a freedom 
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which can be painful for dealers when 
prices are falling as they can find them- 
selves unable to sell. Second, he is not 
obliged to deal in volume at the price’ he 
posts and can change the price of an issue 
even after an order has been placet. 

Because so many gilts are often not 
taken on by the government broker—and 
because he will often widen spreads on 
those gilts that are in order to dfter 
sellers—disintermediation has sprung up, 
with brokers putting buyers and sellers in 
direct touch with each other. A broker at 
J. & E. Davy reckons that 80% of all 
business is now “put through” in this way, 
missing out the government broker. This 
suits investors, since they get keener 
prices; it suits the broker, too, since he 
can get commission on both sides of a 
deal. 

Business is also done from broker to 
broker, though always acting as agents. 
However, one merchant bank, the Invest- 
ment Bank of Ireland, has dabbled on the 
fringes of market making by posting two- 
way prices on its dealing screens, much to 
brokers' indignation. These prices are 
simply indications of the prices that the 
bank will buy or sell for its own book. The 
advantage for the bank is that the book is 
thereby traded far more actively. 

Some brokers hope soon to be able to 
make proper markets in gilts. They feel 
that more position-taking will add depth 
to the market. But the Department of 
Finance has scotched any such hopes for 
the time being—to the dismay of foreign 
banks, since this was their main reason 
for buying into broking firms. 

The Department, though, , may well 
have made the right decision. With the 
market revolving round relatively few 
institutions, position-taking by deale 
might lead to even more heyl-like behav- 
iour than exists at present. As it is, they 
tend to move as a group; and all the 
dealers know each other well enough to 
meet over a glass after work. . 
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Giving India’s trees 
to the people 


India’s trees are still being cut down faster 
than they are planted, but the future of 
the forests looks less gloomy than it did 
five years ago. The state forest depart- 
ments, which are to blame for much of 
the deforestation, are as bad as ever. The 
relief comes from the farmers and absen- 
tee landlords who moved into forestry a 
few years ago. Tree-planting is all the 
rage. Forestry is also getting a boost from 
the prime minister, Mr Rajiv Gandhi, 
who is pro-trees. He is throwing money at 
forestry programmes. 

According to government land-use sta- 
tistics, 23% of India—around 75m hect- 
ares—is forested. But satellite pictures 
indicate that this is an exaggeration. Pic- 
tures taken during 1972-75 showed forests 
covering 17% of the country; during 
1980-82, only 14%. This suggests a net 
loss of 1.5m hectares of forest land each 
year. At that rate, India’s forests would 
be wiped out in 25 years. 

Most of [ndia's forests are government- 
owned, and run by the state forest depart- 
ments. They decide which contractors can 
zut down trees, which trees will be felled 
ind what wg be replanted. The forest 
lepartments have broadly the same aims 
as did the British foresters before inde- 
»endence: to exploit the forests commer- 
zially, and to protect them from people. 
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In practice, India's foresters disobeyed 
a useful rule—spend the interest on your 
capital, but do not run down your assets. 
Though the number of trees felled by 
contractors is supposed to be carefully 
controlled, the increasing demand for 
wood—for paper and rayon, fuel, furni- 
ture and building—has put irresistible 
pressure on the forests. State govern- 
ments offer tracts of forest to companies 
at bargain prices to attract industry. For- 
esters turn à blind eye when unscrupulous 
contractors take more than their due, and 
get a cut of the profits. Trunks are cut 
halfway through the base: when the tree 
is visibly dead, it can be felled legally. 

The locals want their firewood, too. As 
brushwood is used up, women searching 
for fuel creep into the forests, lop 
branches off trees and cut down saplings 
planted to regenerate the forests. Live- 
stock—India is blessed with 400m head— 
graze in newly-planted areas when the 
common lands have been chewed bare. 

In theory, the forest department re- 
plants around 500,000 hectares a year; in 
practice, more like 300,000. Nobody 
knows how many of the trees survive, and 
in any case the figure of 1.5m hectares 
lost each year through the 1970s was net 
of replanting. 

In the past five years, however, about 
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lm hectares of trees have been planted 
outside the “forest” areas. This is thanks 
to the "social forestry" programme, 
which was supposed to provide fuel and 
fodder for the poor. It has not done that, 
but it has got a lot of trees planted. The 
plan was to get villagers to plant on 
common lands, the forest departments to 
plant on unused areas like canal banks 
and roadsides and farmers to plant trees 
on their own land. Everybody was given 
free seedlings. The first part has proved a 
disappointment, the second a moderate 
success, and the third a wow. 

Villagers did not go for planting on 
common land because they need those 
lands for grazing. Anyway, the poor, who 
were to provide the labour, suspected the 
wood would go to the less-poor. 

Farmers, however, discovered that 
wood was a profitable crop. Demand had 
pushed prices high enough for forestry to 
compete with agriculture— particularly 
when the government and the aid agen- 
cies were offering the know-how to gulti- 
vate fast-growing species. Eucalyptus, for 
instance, which has spread like warm 
butter in the past five years, matures in 
seven years on unirrigated land, and in 
four or five years on irrigated land. 

A eucalyptus tree costs 7-8 rupees to 
grow. You can get 1,500 trees on a 
hectare. The best 1,000 can be sold for 50 
rupees each and the rest of the crop—20- 
25 tonnes—can be sold as fuel at 300 
rupees a tonne. That gives the farmer 
with unirrigated land an annual profit of 
6,000 rupees a hectare—better than any 
other crop. 

The farmers snapped up the trays of 
free seedlings. No farmer was supposed 
to get more than 1,500, but they sent 
along their aunts and grandmothers and 
got as many as they wanted. The World 
Bank's project managers expected to dis- 
tribute 8m seedlings in Uttar Pradesh 
during 1979-84; instead, they distributed 
500m. They reckon that 350,000 hectares 
were planted, instead of the 4,000 they 
had planned. 

Uttar Pradesh has a lot of absentee 
landlords, and trees are a godsend for 
them: they require little attention, do not 
involve awkward tenants and the land- 
lords can afford to wait a few years for 
their profits. But working farmers in 
Gujarat, West Bengal, Madhya Pradesh, 
Kerala and Karnataka have also taken 
enthusiastically to forestry. Around 
500,000 hectares are now being planted 
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and over to trees. | 

But the tree boom is far from over. In 
Karnataka, the government has leased a 
"tract of wasteland to Mysore Paper Mills 
to grow its raw material. In other states— 
| even communist-run West Bengal—the 
governments are setting up joint ventures 
- "between companies and the forestry de- 
-partments to get denuded areas planted. 
Central government is putting money 
. into trees. Forestry is getting 25 billion 
rupees in the seventh five-year plan 
(1985-90), compared with 10 billion ru- 
| pees in the sixth. Most of that will be 
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- Microelectronics has made clocks and 

|| watches cheaper, more reliable and 
51: more accurate. Instead of a series of cogs 
@iven by a mainspring, modern clocks 
‘and watches rely on microchips that use 
oscillating quartz crystals to keep time 
and display the result as digits—or in the 
time-honoured analogue way, using 
hands. A flat battery is about all that can 

. go wrong. But electronic watches and 
clocks still suffer from an old problem: 
they are only as accurate as the time- 
piece that was used to set them. 

The wristwatch of the future will be 
smarter. It will not only "know" the 
right time, but also demand to know why 
you are late for your appointment. The 
first step is to synchronise timepieces 
with a central, super-accurate clock. In 
many large offices all the clocks are 
driven by one central timepiece. Thus, 
putting the clocks back or forwards to 

. adjust for seasonal daylight changes is 
| done by advancing or retarding just one 

. of them. Atomic clocks—accurate to 

| within one second in 150,000 years—are 
< used to provide national time standards. 
. ]n some countries, radio waves transmit 
a continuous time signal to sophisticated 
master clocks in the office as well as 
navigation equipment on board ships. 
|]. As microchips become smaller and 
more powerful, clockmakers are trying 
to fit miniature radio receivers into ordi- 
| nary timepieces. A West German clock- 
= maker, Junghans, is building solar- 

























daylight-saving time changes. 









— powered radio-controlled clocks to pick- act as a 
up signals from an atomic clock and sages w 
| transmitter. The hands of the clocks will | nu 
| be able to adjust automatically for any ti 


| Other companies are aiming at smaller — go 
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. One sensible idea is to plant some of 
the wastelands in "forest" areas with 
shrubs that villagers can burn or feed to 
their cattle. But such radical suggestions 
do not go down well with the forest 
departments: they reckon their job is to 
plant the noble pine and make sure peo- 
ple get nowhere near the trees. 





timepieces with more gadgetry. AT&E 
Laboratories in Beaverton, Oregon, has 
teamed up with a British electronics 
company, Plessey, to shrink such a sys- 
tem on to a wristwatch. The watches— 
called Receptors—4 ick up. t 
and date signals tra 
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NEW YORK 


ne that you had to suck every breath 
reathing is like for the 2m-3m mostly old 
people who are in advanced stages of 
emphysema, chronic bronchitis and a va- 
ly as chronic obstructive pulmonary dis- 
ease (COPD). Though incurable, COPD's 
effects can be mitigated by supplying 
extra oxygen to the lungs. | 
COPD can be caused by a number of 
things, such as smoking and allergies. In 
effect, it kills by gradual: suffocation, 
starving tissues of oxygen. Doctors can 
compensate for the inefficiency of the 
lungs by feeding them air that is richèr in 
oxygen. This involves wearing a device 
called a nasal cannula—a pair ef hoses 
connect to a two-prong valve resting just 
under the nose. It gives a person more 
oxygen but has several flaws. "E 
One is that many people cannot*pull 
enough air through their noses, and so 
often bypass the cannula by breathing 
through their mouths. A second draw- 
back is that a cannula is an unpleasant 
contraption to wear. The nose gets crusty 
and dry and the wearer loses his sense of 
taste and smell. People avoid wearing the 
cannula and so get worse. vet 
A small company in Denver, Colorado, 
called Transtracheal Systems, has a sim- 
ple solution to this problem—-a pierced 
throat. Just as a small permanent hole can 
be made in an earlobe for ear-rings, so 
one can be made in the throat for some- 
thing more vital. The new device feeds a 
small plastic tube through the hole and 
into the windpipe. The.tube is hidden by a 
shirt collar and connected to a hose that 
runs underneath clothing to a small bottle 
of oxygen. The company had to design a 
safety clip when it found that patients 
tended to forget about the tube and walk 
away from their oxygen bottles. | 
Delivering oxygen through the trachea 












makes the system twice as efficient. This 


. makes damage to a patient's organs less 


likely and gives him a big enough reserve 
of oxygen to move about. As a result of 
switching to. transtracheal oxygen, 400 
people who were confined to wheelchairs 
. Since patients can do more things while 
on transtracheal oxygen, they can keep 


scent breathing it for a full 244 hours. Even 
ptor will 


"under the best conditions, patients with 


nasal cannulae manage to breathe oxygen 
for only about 18 hours a day or less. 
They take off the cannula to bathe anc 








CH-7514 Sils “Maria (Bügaditie | Switzerland) - 
Phone: 01041-82-453 31 . Tx. 74 444 
Personally managed by the owners 

| R.Kienberger, F. Dietrich & Family 


An extraordinary hotel with turn-of-the-century charms 
and modern day comfort, beautifully located among 
_the mountains and lakes of the Engadine Valley. 


Marvellous possibilities for hiking and excursions- 

Indoor swimming pool~4 tennis courts (1 covered)- m— » 

Children's nursery. | mud t ‘ 

Summer season from June 7th until Oct. 19th '—— When yours soning or buying on - 

prio, & the European market, reach first 
From our visitor's book: — à ^ for Europages: 130, 000 T 
"Since then our visits have been | . companies classified by business : 
the high -spots of our lives.” -. Sector. 286,000 copies x 


: 


. distributed in 11 countries. 

-S0 ff you want to breeze through 
Europe, browse a little first - 
through Europages. And open à > 
whole new chapter on your | 
European business. 


pegenperypirpcspengeat ir 


O 


Europages. The European business directory. 


Central Office: GEO} = B. fue de Hotel tel de Ville. 92200. Neuilly-s/5eine-- ince: | 


One of the most successful MINT ME Sharad 
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guaranteed return of your invested capital. The 
subscription period for the new issue of shares- 
oo 1994) is: open until 30th January, 
1987 
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MINT Ltd. which put on 3396 last year" (1986). 
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eat. They do not like wearing it in public 
and it often gets dislodged during sleep. 
By missing a third of their daily oxygen, 
patignts cut down their activities and their 
organs get worse more quickly. 

Microprocessors could improve the de- 
vice even further. Transtracheal Systems 
is developing a microsensor that will 
detect the changes in air pressure in the 
tracheal tube which indicate when a pa- 
tient is about to breathe in. When he 
does, the sensor signals a microchip- 
controlled valve to release a burst of 
oxygen. The old way of doing things 
simply leaked oxygen into the trachea all 
the time. A more complex plan is to 
develop a catheter-mounted sensor that 
analyses the composition of gases in the 
blood. With this information, a computer 
chip could make quick changes in the 
amount of oxygen a patient receives. 

Transtracheal delivery is expensive. 
The equipment costs around $1,500— 
nasal cannulae cost about $5. But patients 
with the new systems should save 30-40% 
on their monthly oxgyen bills and at that 
rate the system will pay for itself in about 
a year. Also, patients on transtracheal 
oxygen should develop fewer complica- 
tions and get back to work more quickly. 
Since the number of people who need 24- 
hour oxygen is growing at around 15% a 
yeas, the overall saving to health insurers 
could be considerable. 


Shellfish 


Now, if you're 
ready, oysters dear 


LOS ANGELES 


The trouble with oysters is their sex lives. 
From May to August—in temperate 
climes—they are either spawning, getting 
ready to spawn, or recovering from it. 
This makes them not so much inedible as 
unattractive to humans. Hence the eight- 
month oyster season that most northern- 
ers observe, going hungry in months with 
no “r” in them. 

Perhaps not for much longer. 
Scientists at the University of 
Washington in Seattle have found a 
way to produce celibate oysters 
that can be guzzled all year round. 
This should boost America's flag- 
ging shellfish business. The Ameri- 
can market for fresh oysters has 
shrunk from 60m pounds a year in 
the early 1970s to some 35m pounds 
last year (worth $100m or so). 

Samples of the new-fangled 
“triploid” oysters went down a 
treat last month in Seattle and New 
York. The Washington researchers 
treated oyster embryos with a drug, 


96 


vemm 


Talon-spotter 


Three years ago, this formidable weapon 
was dug out of the ground by an amateur 
fossil collector. It belonged originally to 
a bus-sized dinosaur that roamed the 
swamps of what is now Surrey in Eng- 
lgnd some 125m years ago. Last week, 
scientists at the British Museum unveiled 
the rest of the dinosaurs skeleton, 
named it Baryonyx walkeri (Mr Walker's 
heavy-clawed beast) and speculated 


cytochalasin B, and a solvent, dimethyl- 
sulphoxide (DMSO). The result was a 
sterile oyster with three sets of chromo- 
somes instead of the normal two. Since 
the triploids do not spawn, they stay firm 
and fleshy for 12 months of the year. 
Producing sperm and eggs weakens ordi- 
nary oysters, making a flimsy and mushy 
mouthful in the summer months. Also, 
female triploids do not teem with baby 
oysters—which are perfectly tasty but put 
diners off. West-coast oyster growers say 
that triploids taste better, too. 

The worst-faring oyster producers—in 
Chesapeake Bay, the Gulf of Mexico and 
Florida—have greeted the invention of 
the triploid oyster with watering mouths. 
A west-coast shellfish company, Westcott 
Bay Sea Farms, and other nearby produc- 
ers will try to convert America’s oyster 
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about its habits. One of the few carnivo- 
rous dinosaurs ever found in Europe, it 
is so unlike all other flesh-eaters that it 
has been given a taxonomic family all of 
its own. 

A long snout, serrated teeth and fish 
scales near where its stomach would 
have been seem to imply that it ate fish. 
Perhaps the claw was a gaff with which to 
grab fish, as grizzly bears do with their 
claws. Nobody knows for sure: the ex- 
perts are not even certain whether the 
claw was on the back leg or front. . 





eaters to triploids next summer. 

The Food and Drug Administration 
has approved the new molluscs. Accord- 
ing to Dr Kenneth Chew, head of the 
University of Washington's department 
of fishery science and aquaculture, some 
European and Japanese oyster farmers 
are interested in triploids, too. Oyster 
bars in France and Ireland already serve 
oysters all year. They import Pacific oys- 
ters which, since they are used to warmer 
weather, do not spawn in colder Europe- 
an seas. Britons and some other Europe- 
ans—or perhaps just their restaura- 
teurs—do not like Pacific oysters, so they 
may want to use the triploiding process on 
local varieties. 

The process is now being refined. For 
triploiding to work, an oyster egg must be 
treated with the diluted solution of cyto- 
chalasin B and DMSO within 30 min- 
utes of fertilisation; then the eggs 
must be washed clean with DMSO 15 
minutes later. Westcott Bay Sea 
Farms and other hatcheries have 
developed a way to make ripe oys- 
ters spawn on command. The eggs 
can then be gathered and treated 
more easily. 

The ultimate goal is the tetra- 
ploid—an oyster with four sets of 
chromosomes. Sucle a mollusc 
would spawn, but its offspring 
would be sterile. Champion bull 
and cow molluscs could then pro- 
duce thousands of triploids each. : 
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Minolta zoom copying 
comes into full bloom. 
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MINOLTA ADVANCES ZOOMING 


EP4/07 


e With Inpie Paper Stacker, Automatic Document Feeder and 20-Bin Sorter options instoiled 









h e f ll potential of zoom copying real 













Wi ith the advent of the new Minolta EP4 70Z, zoom copying 
has entered a new, more-automated era. An expanded 1031-step 
zoom range (X0.610-1.640) now permits the enlargement of 
documents as small as B5 to as large as Ad and the reduction of 
documents as large as A3 to as small as B5 in a single time- 

: 3 saving g step. 

| Beyond its expansive zoom range, the EP470Z is extremely 
innovative. Book C opy, for example, allows the simultaneous 
copying of both left- and right-hand pages of an open book on 
two separate sheets of paper, reducing tiresome page 
repositioning by half. 

Margin making, too, has been fully automated. EP470Z 
Image Shift makes margins simultaneously as you copy. Choose 
from 5-, 10- or 15-millimeter widths, perfect for hole-punching 
and subsequent filing. For documents with too little space for a 
margin, the copy's image can be reduced to an appropriate size at* 
the touch of a key. 

e Minolta has also greatly simplified the copying of 
documents on both sides with a Multiple Sheet Bypass that 
automatically feeds up to 20 sheets of paper. Another feature, 
Anamorphic Zooming, can make you more creative. And a range 
of exciting new options improve EP470Z efficiency still further; 
a Triple Paper Stacker, for example, simplifies the handling of 
paper in multiple sizes, and a 2000-sheet Large Capacity 
Cassette meets high-volume copying needs. 

Above all, you can depend upon the improved Minolta 
Micro- Toning System to provide copies with the same superior 
copy quality — even when enlarging or reducing — that Minolta 
users worldwide have come to rely upon. In addition to the 
EP470Z, there's an entire family of other diversely-equipped 
Minolta zoom copiers to choose from; one to fit virtually every 
business application. Raise your productivity; visit your nearest 
Minolta dealer soon and start zooming the Minolta way. 
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For worldwide financial service, you should 
look for a bank that offers you a bit more than 
just services worldwide. 


You need a bank whose interest 
doesn't stop short at your balance sheet. 
A bank that takes the trouble to under- 
stand your business, in order to provide 
you with sound advice; and not just in 
financial matters. A bank that is large 
enough to offer you a complete range of 
financial services, yet flexible enough to 
produce tailor-made solutions to your 


One of the leading banks in the world. 
Dresdner Bank AG 


international problems. We are Germany’s 
second largest bank, with 1,000 domestic 
branches, and over eighty offices world- 
wide. After being in international busi- 
ness for more than a century we work for 
more than 100,000 companies. They 
know what they can expect from us. A full 
range of international financial services — 
and a bit more. 


Dresdner Bank 


Head Office: Jurgen-Ponto-Platz 1, 6000 Frankfurt/Main, 


Fed. Rep. of Germany. 


London Branch: 8, Frederick's Place, London, EC 2R 8AT. P 
In USA: New York, Chicago. Los Angeles, Houston, Miami. 





30O0KS AND ARTS 


Setter red than read? 


western fiction—Arthur Hailey's books, 
for example. Little of this is subversive, 
even by exacting Soviet standards. Yet, 
while a book of speeches by Mr Gorba- 
chev may have a print run of up to 2m, 
new editions of Tolstoy or Bulgakov have 
print runs of maybe 200,000 and sell out 
almost immediately. Black-market vol- 


= the dramatic announcement at the eighth congress of the umes of poetry by Osip Mandelstam can 


Writers’ Union in July that Glavlit, the Soviet 
would be disbanded rary i 


EE of Misi li 
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dungry for books, not school dinners 


[he Soviet book industry is no different 
rom the rest of the Soviet economy: 
yureaucracy is the greatest obstacle to 
eform. Goskomizdat, the state's central 
:'ommittee for publishing, controls the 
00 state publishing houses that produce 
1595 of Soviet books. Each publishing 
jouse submits a yearly proposal (tem- 
an) with a résumé of each book for 
ipproval by the central committee, which 
s also responsible for the allocation of 
»aper quotas. Until now, Glavlit has kept 
mployees in the offices of every publish- 
ng house to ensure that the party line is 
»bserved. 

. Though publishers decide how many 
300ks to print, priority has to go to 
certain categories, notably school text- 
300ks and political literature. Only after 
‘hese have been printed can the rest of 
he available paper—sometimes as little 
is 7% of the total—be used to print 
iction. A*few state publishing houses, 
much as Sovietski Pisatel, specialise in 
‘iction only, but most make topics like 
shipbuilding or engineering their forte. 
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organ of censor- 
editors to decide what to publish), 


" may be a "d time — 


Each year, Russia churns out a vast 
number of books and pamphlets—more 
than any other country in the world, say 
the official figures. Goskomizdat claims 
that 80,000 new titles were printed in 1984 
(compared with 51,000 in America). The 
snag is that many remain unsold. Rus- 
sians are avid readers but, despite press 
complaints, the state has tended to pub- 
lish what it feels people ought to read, not 
what they want to read. Propaganda, the 
collected speeches of prominent members 
of the Politburo, scientific literature and 
books on atheism or the second world war 
make up much of the recommended diet. 

The average citizen would prefer to 
read fiction, says the Soviet Interview 
Project, a survey of recent Soviet emi- 
grants to the United States. “Intellectu- 
als" seek out censored books such as 
those by the suppressed authors of the 
1920s and 1930s. But most Russians want 
to lay their hands on novels by popular 
contemporary authors such as Valentin 
Rasputin or Yuri Trifonov. They like 
Russian and foreign classics, and light 


sell for 50 roubles (50 times the cover 

rice), and a foreign book can eat up a 
month's salary. This phenomenon, 
known as knizhny golod (book hunger), 
is magnified by the fact that people quite 
often buy more than one copy of a book 
when it becomes available. 

The gap is filled by entrepreneurs who 
produce underground, home-duplicated 
literature. They sell Russian translations 
of western best-sellers at a large profit; 
these activities are illegal and can bring a 
two- or three-year prison sentence. 

In recent years, policy makers at Gos- 
komizdat have begun to take more ac- 
count of readers’ demands. According to 
their publishing statistics for 1984, Shalf 
the titles published were adult and chil- 
dren’s fiction. Despite the abolition of 
Glavlit, however, the party still has its 
apparatus to ensure that the editors keep 
on the right track. The book industry 
templans for 1987, already submitted, 
show few changes: it will probably take a 
couple of years to see whether the desire 
for reform has managed to filter down 
through the administrative layers. Never- 
theless, things are beginning to happen in 
the world of literature. Various journals, 
including Ogonek and Literaturnaya Ga- 
zeta, have reintroduced readers to works 
by writers such as Vladimir Nabokov and 
Nikolai Stepanovich Gumilev, long 
banned in the Soviet Union. 


Why the first failed 


MISSION TO TEHRAN. By General Robert 
E. Huyser. André Deutsch. 308 pages. 
£12.95. To be published in America by 
Harper & Row 


Compare this account of American policy 
in Iran in the last days of the Shah with 
the details of President Reagan’s Iranian 
fiasco as they are now emerging. The 
missions of General Huyser and of Lieu- 
tenant-Colonel McFarlane failed for 
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BOOKS AND ARTS 


some of the same reasons—contending 
policies in Washington and a limited 
understanding of local conditions. 

In this interesting and important book, 
Gezwral Huyser gives a clear account, at 
once racy and soldierly, of the month he 
spent in Tehran, from January 4 to Febru- 
ary 3 1979. His mission was simple. As an 
old friend and colleague of the top Irani- 
an generals, he was supposed to get them 
to buttress the Shah's authority as long as 
he remained in power, and to take over if 
he left, either in support of an acceptable 
prime minister like Shapour Bakhtiar or 
on their own. When he arrived in Tehran, 
he found that the generals had no idea 
how to make a coup but on January 17th, 
he was able to report to Washington that 
the armed forces, thanks largely to his 
efforts, had become sufficiently united to 
organise a coup in a week's time. They 
did not do so because after the departure 
of the all-powerful Shah, they were so 
demoralised that the massive display of 
people's power on the streets of Tehran 
paralysed their will to act. Something 
that, the general says, he very much 
regretted. 

General Huyser acted under orders 
from the Pentagon and the White House. 
He makes it clear that the American 
ambassador, Mr Bill Sullivan, taking his 
orders from the State Department, or one 
section of it, was following a quite differ- 
ent policy and thought the Huyser mis- 
sion foolish and useless—the ambassador 
knew that the Shah had drained his gener- 
als of any gumption. That the general and 
the ambassador, both under great strain, 
retained their respect for each other until 
the end reflects credit on both men. 

If the Iranian generals dithered, so did 


Money couldn't buy them love 
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Unprofessional 


David Eisenhower, grandson of one Re- 
publican president and son-in-law of an- 
other (his wife was born Julie Nixon), 
was determined to write about his grand- 
father's presidency. He soon found that 
to understand the president he must look 
at the soldier, for it was as a principal 
allied commander-in-chief in the second 
world war that Dwight Eisenhower 
learned to be a statesman. Hence this 
enormous volume, Eisenhower: At War 
1943-45 (Random House, $29.95; avail- 
able in Britain from Collins, £20), 979 
pages, replete with a mass of apparatus, 
plenty of clear maps and photographs. 
Much that David Eisenhower has to 
say about his revered grandfather is 
interesting. He brings out clearly, for 
instance, how far Eisenhower was wor- 
ried by Russian losses, which helps ex- 
plain why he insisted on the Normandy 
landings (which his grandson wrongly 
thinks the British would have preferred 
not to have made). Not even Mr Stephen 


Washington. It was only on February 
llth, a week after General Huyser had 
left Tehran and 11 days after the return of 
Ayatollah Khomeini, that he was asked 
whether he would return to Iran “to 
conduct a military takeover". He said he 
would, because he believed that not many 
troops were needed to seize a country if it 
were done without taking on the masses, 
an impossibility in Iran at that time. But 
he demanded unlimited money, up to a 
dozen handpicked American generals, 
10,000 of the best American troops (the 
Iranians were unreliable) and “undivided 
national support". The others taking part 
in the discussion, Mr Zbigniew Brzezinski 
and the chairman of the joint chiefs of 
staff, decided that such a mission was 
"not feasible". 

General Huyser, operating in a Tehran 
where the crowds were calling for his 
blood, behaved courageously, but his 
ignorance of the country, which he had 
often visited and claims to know, is 
breathtaking. With the example of the 
obdurate ayatollah and his followers be- 
fore his eyes, he could still think that 
almost anything could be done with mon- 
ey in Iran. He was also sure that Russia 
was manipulating the anti-Shah struggle 
and that if Iran became an Islamic repub- 
lic it would end up in the communist 
camp. He was able to make this monu- 
mental miscalculation because of another 
one: he did not believe that Islam was a 
popular force in Iran. Most surprisingly 
for a soldier, who should know his ene- 
my, he makes no mention of the groups 
that really led the revolution, the leftish 
Muslim Mujahadin and Fedayin. No 
wonder the general lost. 


Ambrose, by far the best of previous 
biographers, had access to all the materi- 
al that is now deployed. But Mr Am- 
brose is a professional historian; David 
Eisenhower is not. 

Two aspects of Eisenhower's strategy 
in the war that need further investigation 
are the uses he made of the forces 
involved in deception, the various secret 
services, and the secret-code-crackers. 
On deception, Mr Eisenhower goes no 
further than to follow Mr Anthony Cave 
Brown, whose book roused a storm of 
justified professional dissent. On code- 
cracking, he stays with Group-Captain 
Winterbotham, and makes the odd claim 
that "All ULTRA messages were de- 
stroyed on delivery." On the contrary, 
thousands of them are in Britain's Public 
Record Office, and thousands more are 
on the way. Such a mistake makes him 
forfeit credibility, though his book rg 
mains a splendid read in the vein of a 
story about heroic high command. 





Hollywood 


Welcome to 
Barracudaville 


REEL POWER. By Mark Litwak. William 
Morrow. 336 pages. $18.95 


This book, written by an attorney who 
left Mr Ralph Nader's consumer-rights 
organisation in 1979 to make movies in 
Hollywood, lifts the lid on the film busi- 
ness with such wit and bite that one can 
almost forgive the dreadful title. One of 
the myths Mr Mark Litwak explodes is 
that films have only a one-in-ten chance 
of covering their costs. In fact, thanks to 
ancillary sales to television, video and 
cable, most films costing $7m-10m make 
money. The industry has an interest in 
pretending otherwise because it helps in 
negotiations with craft unions. 

The cinemas, too—at least in Ameri- 
ca—are doing well. The number of 
screens in the United States would not 
have increased from 12,000 to 20,000 
between 1963 and 1985 if the business 
were on its knees. Profits, though, come 
less from the movies than from inciden- 
tals. Ticket prices have risen by 65% in 
the past ten years in real tegms, while 
popcorn and candy prices have soared by 
600%—and every $2 carton of popcorn 
costs the exhibitor only 25 cents. 

Video a threat to the moyies? On the 
contrary, it is another way forthe studios 
to make big money. Whereas every cine- 
ma ticket sold nets the studio an average 
of $1.58, Mr Litwak says it keeps $55 out . 
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huge scope for “synergy” with their other 
- interests. Is it any wonder that the heroes 
in films made by Coca-Cola-owned Co- 
lumbia Pictures have lately developed an 
unquenchable thirst for Coke? Some stu- 
dios (no names, no pack drill) syphon off 


money from movie budgets to furnish off- 


balance-sheet slush funds for their con- 
glomerate parents. " 
Have you sometimes wondered why 
the foolishness you saw at the cinema last 
night was ever made? Mr Litwak gives a 
depressing, but all-too persuasive, expla- 
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007 gets Moneypennies for his sponsors 


nation, Every year, Hollywood studios 
are offered thousands of ideas for future 
movies, of which not more than a dozen 
per studio are eventually filmed. Can 
these really have been better than the 
scripts that never reached the screen? 
Probably not, but the original notions 
were undoubtedly better presented and 
to some pusillanimous studio boss. they 
must have sounded like variants on past 
hits. In Hollywood, sales pitches lasting 
more than five minutes die in the telling: 
any project that cannot be described in 
ten words is in trouble. Hence the copycat 
jingles used to persuade studios to back 
one film rather than another. “It’s ‘Jaws’ 
on a spaceship” ("Alien"); “It’s ‘High 
Noon’ in outer space” (“Outland”); “It’s 
‘An Officer and a Gentleman’ with 
wings" (“Top Gun"). | 

_ Careers ig tinsel town are generally 

short. The Survivors are those who excel 

at infighting and have the nous (not 

aught in any film school) to associate 

vith a success and duck a flop regardless. 
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Hard-nosed conglomerates are eager toe 
acquire movie companies because there is _ 





_ flourishing yellow press persuaded peo- 


Real power in Hollywood rests not with | 
the studio heads or the producers, not 


even with the stars, except for a select, 
"bankable" few, but with the agents, 
whose telephone deal-making skills (as 
hectic sometimes as in any commodities 
pit) have usurped many of the functions 
of the old studios. If you want to get 


ahead in Hollywood, start in the mail- 


room of a leading agency; it is the shortest 
cut to learning who is anybody. It is the 
agents nowadays who make things hap- 
pen in the film business. The (outside 
Hollywood) little-known Mr Michael 
Ovitz, who runs Creative Artists Agency, 
is probably the most influential of all. His 
clients include Robert Redford, Sylvester 
Stallone, Dustin Hoffman, Paul Newman 
and Jane Fonda. In a town where artists 
and businessmen distrust each other, 
agents bridge the gap because they are 
used to dealing with both. Which may be 
one reason that film companies, imagin- 
ing them to have a special rapport with 
actors, have recruited several to run their 
studios. m 

What few of them know, however— 
unlike the movie moguls of old—is basic 
filmcraft and what is likely to make a 
good and original picture. (“This is a 
great script," runs the legend. “Who can 
we get to rewrite it?") For their part, 
screen writers have nothing to lose but 
their pride: “They ruin your stories. They 
massacre your ideas. They prostitute your 
art... And what do you get for it? A 
fortune." 


French history 
Loose ends 


FRANCE: FIN DE SIECLE. By Eugen 
Weber. Belknap/Harvard. 294 pages. 
$20 


urban crime, was on the increase, or so a 
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from 1884, and the smart set toa 
strawberries with ether. x 
All this should be set against an econ 
my barely recovered from depression 
the framework of a stalemate society. Th 
"decadents", such as the novelist, Huy: 
mans, were no more than a coterie, but 
they also represented a generation in 
revolt, less against their fathers (Freud. 
was an 1890s' man) than against their 
fathers’ values: progress and patriotism, 
Their writings reflected a wider sense of _ 
anxiety. Neurasthenia (debility of the - 
nerves) was a recurrent theme, and the _ 
subject of a book by Marcel Proust's _ 
father. So was insecurity, a sense of an. 
ending, of a decadence of race. ue 
Progress meant scientific and material 
progress. The nineteenth century had 
been the great century of invention and a 
its greatest invention had been the inven- ; 
tor. The railways helped to integrate an. 
overwhelmingly rural society. The Great _ 
Exhibition of 1889 had been lit by gas: 
that of 1900, for which Saint-Saëns wrote 
Le Feu Céleste, was a celebration of. 
electricity. qe 
This progress brought appreciable | 
benefits, even to the working class. In the _ 
chilling phrase Eugen Weber quotes from | 
tds 
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Managing relations between 


gororement and public enterprises: — 
A handbook for administraters — | 
and managers E 

By P. Femandes Vos ud 

A guide to analysing and improving the extremely complex. | 

and delicate relationships between government and public $ 

enterprises. Drawing on many countries’ experiences, the . 

author has divided the topic into 15 operational exercises, - 

each dealing with one aspect of the relationship and - 

Suggesting an approach to take in practice. The book is f- 

intended for managers and administrators, as well as for. | - 

consultants, trainers and researchers involved in restructur- | 

ing the public sector and improving the performanceot public. f 

enterprises. 

ISBN 92-2-105594-9 £10.90; US$17.10; SF30 
Library and information services 
of management development 

institutions. A practical guide. 

Edited by K. Vernon ; 
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= The wheels of progress 


Yves Lequin, they had “graduated from 
misery to precariousness". They ate and 
dressed better, even benefited from the 
start of something like a leisure industry 
as technical development brought the 

bicycle into widespread use and with it 
the possibility of travel. 

Indeed, the bicycle was oddly central to 
the fin de siècle. It had repercussions both 
on fashion and feminism, as women's 
clothes became less cumbersome and 
more practical. It also showed the power 
—. of the press, that “change for change's 

i sake” that the author finds characteristic 
of the period. The press magnified events 
like the Dreyfus case and invented others, 
notably that most French of spectaculars, 
the Tour de France. 

But sport was also a reaction to per- 
ceived decadence. It was a young man’s 
game, and, whether rugby or athletics, a 
rich young man’s at that. The values it 
taught were hardly those that Coubertin, 
the founder of the modern Olympics, had 
preached. Mr Weber suggests that sports 
were characteristic of a rentier civilisa- 
tion, and that they provided, in a cut- 
throat economy, a form of regulated 
competition. 

“I restrict myself to surface phenome- 
na”, Mr Weber writes, “accessible to the 
inquisitive tourist: us.” Certainly this 
highly entertaining and scholarly book is 
more concerned with sewage than Sym- 
bolism, with the Comte de Dion rather 
than Captain Dreyfus. It is also, and 
confusingly, self-contradictory. At one 
moment, the author emphasises the 
specificity of the fin de siècle, at the next, 
he states that what makes the period 
interesting is its unexceptional nature. 
But then, as Hubert Juin has suggested, it 



















has no single face. 
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is symptomatic of the fin de siécle that it 


FROM OUR PARIS CORRESPONDENT 


ME All stations to 1900 


A new museum in Paris settles nineteenth-century wars 


With the Musée d’Orsay, which opens on 
December 9th, Paris has acquired not just 
a third giant public art gallery, across the 
river from the Louvre and the Beaubourg 
(the Pompidou centre). It now has a single 
home, ina sumptuously converted railway 
station (see box), for great, and not-so- 
great, works of mainly French painting and 
sculpture from the 1840s to the first decade 
of this century. These have long been 
segregated into warring schools and scat- 
tered in different French museums. 

The battles of the first half of the 
nineteenth century between classicists and 
romantics are far enough away for modern 
viewers to accept both Ingres and Dela- 
croi» as great painters without sounding 
like aesthetic fence-sitters. But the long 
quarrel in the second half of the century 
between the upholders of traditionalism 
and the precursors of modernism lasts even 
today. The old sketch map of the period is 
dog-eared: official, academic or pompier 
works (bad); avant-garde art, heralded by 
Courbet and leading to Manet and the 
impressionists (good). 

Pulling them together in one place was 
bound to be controversial. The new per- 
manent collection has provoked groans as 
well as gasps of delight. Courbet’s great 
“Burial at Ornans" (1851) and his “Art- 


ist’s Studio” (1855) hang in clear sight of 
Couture's equally vast but dreadful “Dec- 
adence of Rome" (1847). Manet's naked 
picnicker in “Le Déjeuner sur l'Herbe" 
rubs elbows, figuratively speaking, with 
Cabanel's sugary “Venus”, a star of the 
1863 salon from which Manet's work was 
rejected. 

Some will find such contrasts challeng- 
ing, others merely irritating. But the 
Orsay's curators, under Mr Michel La- 
clotte, are not looking to provoke, any 
more than they are trying to impose à 
wholesale re-evaluation of the period. 
Though open-plan galleries encourage 
comparison-viewing, in grouping®works 
up to 1870 or so, the old pigeon-holes are 
more or less maintained. The impression- 
ist paintings are by themselves under 
direct natural light overlooking the Sefe. 

Even visitors who heroically take in afl 
the 2,300 paintings and 1,500 sculptures in 
the Orsay collection are likely to come 
away with their rough-and-ready sketch 
map pretty well intact. The urbane hope of 
the curatorsis that viewers will now be able 
to see for themselves that the tradition- 
bound winners ofthe Prix de Rome could at 
times be good, and that their avant-garde 
opponents were occasionally bad. 

Practical needs as well as art historical 

















FROM OUR PARIS CORRESPONDENT 


When told that America's cathedrals 
were its railway stations, the French man 
of letters, André Malraux, replied, “No, 
they are its art museums." The three 
kinds of building have obvious affinities: 
all take in large crowds for brief mo- 
ments of contemplation or transport. 
But turning one into another is not easy, 
as the architects of the Orsay station- 
turned-museum found out. 

Seven years ago, a French firm, ACT, 
won the contract for the main building 
and engineering. But its design for the 
interior was handed over to, and much 
changed by the Italian "interior archi- 
tect", Gae Aulenti, who specialises in 
museum conversion, and recently de- 
signed the interior of the renovated Pa- 
lazzo Grassi museum in Venice. The 
Orsay museum's strength is the natural 
light which floods in from the vaulted 
roof. This directly illuminates the sculp- 

















Orsay, can you see... 


tures in the museum's central alley, and 
is cleverly fed down into the covered 
painting galleries. 

Getting a museum of this scale work- 
ing at all is a huge technical feat. Sound- 
proofing and airing so big a space is 
difficult. Unlike the Beaubourg, à net- 
work of exposed ducts and pipes, the 
complex workings of the Orsay are dis- 
creetly hidden. Stone, mainly granite, 
has been much used on the walls. Ac- 
cording to its critics this gives the muse- 
um a Mayan, pharaonic, even Mussolin- 
ian look that is out of keeping with the 
station or the works of art. E 

Miss Aulenti is unfazed. Challenged 
by a painter as to whether stone was 
the best background against which to 
see a painting, Miss Aulenti said “for a 
painter, perhaps not". Apparently, the 
age-old war between the two crafts 
goes on. 
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BOOKS AND ARTS 
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judgments played a big part in creating 
this mixed bag. At the height of Paris's 
modern-building boom in the 1960s, it 
was decided to tear down Laloux's dis- 
used 1900 railway station on the left bank 
of the Seine and build a high-rise hotel in 
its place. To prevent this, conservation- 
ists suggested turning the station into an 
art museum. Paris did not really need yet 
anofher one that big: but the prestige of 
art and the power of the museum lobby 
prevailed over the hotel developers. 

The problem was how to fill such a 
huge museum. The Jeu de Paume gallery, 
housing the impressionists and post-im- 
pressionists, was run down and overflow- 
ing. Yet these schools alone were too 
small to fill the 16,000 square metres of 
exhibition space under the Orsay station's 
huge glass-and-metal vault. Modern 
painting, beginning with the cubists, was 
already spoken for at the Beaubourg. The 
Louvre did not want to part with its early- 
nineteenth-century giants. To the Orsay's 
rescue came the once-discredited official 
art of the second half of the nineteenth 
century. 

At one point, the Orsay was to have 
been a much broader museum, putting 
French nineteenth-century painting and 
sculpture in their historical context. But 
the visual arts curators have banished all 
but a few traces of didactic scene-setting. 
In this, they are narrowly conservative: 
the paintings hang with their names and 
dates but no further explanation. 

The curators appear to accept painting 
and sculptures as co-sovereigns in the 
visual arts. That the smattering of furni- 
ture and architectural models on display 
seem like afterthoughts is not the cura- 
tors' fault: they did not have the resources 
to include everything. Less forgivably, 
the Orsay's collection of 13,000 nine- 
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A platform for the official art of the nineteenth century 
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teenth-century photographs is allotted 
pitiably little exhibition space. The best 
painters whose work is on display at the 
Orsay took photography much more seri- 
ously than its curators appear to. 


Art auctions 
Impressionable 


Not since the Sotheby’s sale of the 
Goldschmidt collection in 1957 have so 
many top quality impressionist and post- 
impressionist paintings come up for sale 
at one auction. And, with the boom in the 
stockmarkets, there can rarely have been 
so many buyers with the money to send 
prices rocketing. It is not surprising, 
therefore, that Sotheby's impressionist 
sale in London on December 2nd set new 
records, culminating in a total of £40m 
($57.5m), making it the most profitable 
art auction ever held. 

The excitement began when Monet's 
"Le Palais Dario, Venise" fetched 
£1.7m, three times more than expected, 
and Modigliani’s “La Petite Louise" 
went for £1.3m. But it was “Femme 
Lisant", Braque's largest cubist work, 
painted in 1911, which exceeded all 
hopes: £6.6m, a new record for a paint- 
ing by a twentieth-century artist. Only 
the evening before, a street scene by 
Manet sold at Christie's for £7.7m—the 
highest price ever paid for an impres- 
sionist picture. Many of the paintings 
were bought by dealers on behalf of 
anonymous clients rather than by muse- 
ums. This is because the museums 
which can afford these prices already 
have good collections of impressionists. 

Sotheby's impressionist sale in New 
York last month, though of lesser quality, 





was also an unprecedented success: $42m 
in one evening, with Renoir's "La Coif- 
fure" selling for $3.5m. The high prices 
were probably partly due to the decline of 
the dollar, making some of the paintings 
appear a bargain to rich Japanese and 
West Europeans. Whereas five or ten 
years ago there was only a small number 
of people who could afford to pay more 
than $1m, there are now new bidders at 
every auction. 

The impressionist market has, howev- 
er, not always been strong in recent years. 
The supply of good quality pictures .has 
become thinner—most impressionist 
masterpieces are now in museums—and 
auctioneers have succumbed to the temp- 
tation to put on excessively high estimates 
and reserves, with sometimes disastrous 
results. Mr David Bathurst, the ex-chair- 
man of Christie’s, attempted to keep the 
market buoyant by placing high reserves 
in an impressionist sale in 1981. The 
paintings failed to sell; he foolishly told 
the press that they had and he was 
ultimately forced to resign. > 

For a millionaire who wants to buy 
works of art, an impressionist painting is a 
desirable investment: appealing, decora- 
tive and easily recognisable. There “are 
also few problems about authenticity. 
Most impressionist painters had their pic- 
tures photographed and their careers can 
be followed year by year. So it is easier to 
put a price on their work than those of old 
masters, whose works can raise problems 
of attribution. 

The auctioneers take full advantage of 
the snob appeal of bidding for a Renoir or 
a Manet. The sales take place in the 
evening and the bidders are asked to wear 
a black tie—as befits a casino. 


Big bucks for little Louise 
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Please tobaken me to aane) an xU poteet. 
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> m DATABANK LTD, 
Marketing Department, 
London House, 
Old Court Place, 
26/40 Kensington High Street, 
London W8 4PF, 


hone: 01-938 1001 








TESE’s MBA Sooper offers you the opportunity of enhancing your skills and 
extending the boundaries of your career by joining our multilingual, multicultural 
graduates who are sought by companies throughout the world. 


Instituto de Estudios Participants come from 40 different nations, providing an international orientation — ° 
Superiores dela Empresa | which is unique. You will become fluent in the two most important western languages 
n University of Navarra of commerce and gain an excellent insight into the business world of Europe, Spain 

i 4 Barcelona-Spain and: Iberoamerica. 


IESE’s faculty comprises internationally trained and experienced professors, who have 
taught and studied worldwide. The programme has been supervised from the start by a 
joint committee of IESE and Harvard Business School professors. 


To join this exciting 21-month Programme, which starts in September each. year, 



























you need: 
* to have completed a university degree For further information, please a 
(or equivalent) in any field. Write to:. MBA Admissions Office 
e to speak English or Spanish sufficiently : IESE o 
to follow courses in one of these i Avenida Pearson, 21 
*languages in the first year; during that 08034 Barcelona, Spain 
year, you will perfect your knowledge Telephone Nicola Hijlkema 
of the other sufficiently to follow (Barcelona (3) 204 40 00) 
classes in both languages Telex: $0924 IESB E T s 
* to be eager to adapt to the increasingly or | ý 
complex world of business” Cable: — TESE BARCELONA | 


* to have taken the Graduate 
Management Admission Test (GMAT) 





















Taking the GMAT oF GRE ” 





GRANTS & SCHOLARSHIPS 


fey 











i B E A R 
; SiügyZiraming in USA for We CAN help | MBA Program 
< lormgn nahonais. Undergraduate. Graduate: Write to: : University : 
Pn A t DER E - 
na Uis Graduate Tutorials, GTAC Associates, 
Ni donc FREEPOST, London W5 ABR 
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7 Tel: LA. 3983 
AMERICAN COLLEGIATE s " 
l1 SERVICE California 
AQP O. Box 442008. Houston, Texas 77244. USA 7 
M n Graduate Sins 
LEARN FRENCH PES 
; The intensive way and in real im- lof 
EXTERNAL DEGREE mersion This means living in one of School of Executive 
the most picturesque regions. of fof ; Development” 
PROGRAMMES Fie and really Pecoming odd d Business " iie : 
Master of Business Administration and vacation and learning plan. ! i jon o opam 
Doctor of Business Administration. Op- Cultural programme in. Paris. Win-..| Administration 


Offering the 


. Master í 


ter programme on the French Rivi- 
era. Staté age, goal: level and time 
available, 


The French and American Study : 










tions available in Health Administration 
and in Sports NNERSIN, NORTH- 
LAND OPEN GLEN- 











woop CENTRE, 210 AYLMER ROAD, ps |. Business 
year i: (QUEBE Bre, CANADA, JH dex FRANCE. 1 LEE LN B | Administration 
- i Degree : 


———————— HERRERA 


SPUR NN : : | a T $ 2 Emphasizin 
| Gems MEE MEM MER NER RR Mum uia E > » a p 

















; bythe Global and 
"renowned Landen dps of The University of Pacific Rim 
SE Southern California's School of int. Relations. - n ai " 
T d ‘Business Studies .. 





* Courses include. int, Pol itica Economy, | 3 
3 Foreign Policy Analysis, Strategy, Int. Law, | 

, Multinational Enterprises, Area Suidies, 

Energy etc, .— 3 


* Students include: pimini Dipl S 








| | Next Program 
 Asguat 1987 





~ Earn it in London; 
sine seminars 
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Advanced Studies «=. 
in International Economic Policy Research — 
August 1, 1987 May 31, 1988 — 








Outline: 

6 compact, up-to-date information on the most important areas 
of international economic relations through concentrated courses 
given by internationally renowned university professors and 
through seminars given by leading representatives of internation- 
al organisations, domestic policy institutions and international 
corporations: | 


@ profound training of skills pertinent to international economic 
analysis, methods of empirical research, sophisticated informa- 
tion-gathering, the evaluation of economic policies and interna- 
tional business strategies; | | 


6 designed for economists holding a university degree who are 
intérested in a career in international business, governmental, 
and intergovernmental organisations, academic institutions etc. 


Courses: Lecturers: 
Macroeconomics in Open Economies David Laidler (Western Ontario) 
The international Monetary System Hans Genberg (Geneva) 
international Financial Markets ingo Walter (New York) 
Intéfhational Trade and Protection Paul Krugman (MIT) 
fnternational Resource Management Horst Siebert (Konstanz) 
Development and Trade Strategies for LDCs Helen Hughes (Canberra) 
International Investment and Management Horst Albach (Bonn) 
international Corporate Finance Gunter Dufey (Michigan) 


For detalled information write to: 
Institute of World Economics - Advanced Studies - Düstern- 
brooker Weg 120 - D-2300 Kiel 1 - Germany 
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" CUTTHISOUTand 4 
I ENJOY LEARNING FRENCH E 








| Whether you need French for business purposes or to get the most 
out of your holidays abroad, living the language is the only way to 
learn it properly, 
Ceran is a chateau in the beautiful countryside of the Belgian 
Ardennes, near the town of Spa, where you live and learn in French. 
i Small groups and private lessons, plus language laboratory, with 





tailor-made programmes for individual needs, ensure real progress. 

. We provide good accommodation, good food, good company, good 

. facilities for sports and exercise - and good teachers. Come and 
learn, and enjoy yourself. i 

We teach embassies and companies, EEC and SHAPE, groups and 

individuals. And there are special terms if you bring the family. 

For complete documentation, cut out and send this coupon. 


^ bam interested in courses for: 





C] Adults C Young People 
L Private O Business 









180, Avenue du Chateau, Nivezé, B-4880 S 
Belgium, Tel.: 010-32-87-77 391 














LEARN TO SPEAK FRENCH 
BY TOTAL NATURAL IMMERSION ~ 
with French participants for 7 
intensive days in the DORDOGNE 
Choteau LA VALOUZE F: 
tel. 53 9144 28 J.L Lefevre CIEL BP. 180 
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urdu 











Fo rte Suite 5 y à ' 
4091, 31 Kensington Church St. 
WIES: London Wa 21) (01937 1647 

















| . ' For Life, Academic & Work Experience 

Degrees for people who want to be more effective and 
| secure in their Jobs or Professions. 

Gam a BACHELOR'S MASTER'S or DOCTORATE Degroe by 
| brawl Lagen ne pei loge equivalent credits are 
| porter seminars on business experiences. We accept college cadis no 
| unn | EUR UM Mi NE RUIT 
| BuDeyees | Seng detailed resumé on work lile and academic experience for a no 

open doom. cost evaluation. 
| PACIFIC WESTERN UNIVERSITY 





600 N Sepulveda Blvd, Los Angeles, California 90049-—- Dept 137-—US£ 


Natural Resource Economics PhD 
UNIVERSITY OF MICHIGAN 


The School of Natural Resources and the Department of Eco- 
nomics at The University of Michigan jointly offer a PhD Program 
in Natura! Resource Economics. Students pursue a rigorous. 
program in economic theory, quantitative methods, natural re- 
source economics; and the biological and technical aspects of a 
selected natural resource area. 

For an application, admission criteria, and program description 
write to: Office of Academic Programs, School of Natural Re- 
sources, The University of Michigan, Ann Arbor MI 48109-1115. .— 


The University of Michigan is an equal opportunity/affirmative action 
institution. 























aF 

THE UNIVERSITY OF MELBOURNE 

SENIOR LECTURER/LECTURER (CONTINUING) 
IN AGRICULTURAL ECONOMICS 


SCHOOL OF AGRICULTURE AND FORESTRY 





APPOINTME 


















University of 


















































ng to the economics o innovation 

id technical change, information mar 

: kets and/or telecommunications would 
- "bean asset. 


Starting Sud on the Header scale 
EI 870-£18,625 per annum (under re- 
à | view) with USS benefits. 

dn. Further particulars. and application 

cation. technologies, funded by the — torms. returnable by the end of Decem: 
ESRC. ber 1986, available from Personnel 
Candidates may have qualifications in — Office, Sussex House, University. of 
any of the social or natural sciences or — Sussex, Falmer, Brighton BNT 9RH. 
engineering and should have some (Telephone 0273 606755) quoting rol 
knowledge of economics. They should . Teresa M. Mooney. 


“UNIVERSITY OF KONSTANZ 


RESEARCH . 
J ECONOMISTS 


aro open in the Research Project "Natural Resources Policy for industrial 
ations”. 
1) The task is to analyse international resource cartels, the conditions fof 
wir existence and their stability. The applicant should be familiar with the 
economics of natural resources, contro theory and/or game theory. He 
should also be capable of empirical (econometric) work. 
a The taskis to study long-run contracts (especially in natural resources). 
e applicant should be familiar with the theory of contracts, transaction 
cost theory and/or resource economics. 
Salary according to the German salary scale BAT fla (roughly DMSO, 000 
per year). 
Please send (until 31 December 1986) applications to 
c? C Prof Dr Horst Siebert 
^ Lehrstuhl für internationale Wirtschaftsbeziehungen 
..; Universitat Konstanz, Postfach 5560, D-7750 Konstanz. 


Population & Housing Census 
Malawi 


The National Statistics Office of the Govemment 
of Malawi is preparing to carry out the 1987 Population 
& Housing Census. 

The Systems Analyst will oversee the ° 
processing of the census with the aims of 
providing d and socio-economic data for .. 
development planning; determining rates of fertility 
and population growth; housing stock and condition 
information; process and analyse census data and . 
disseminate findings in a manner which will wd 
qp decision making and planning; and provision _ 

| ^* ~ ofa geographical area sampling frame. 
: Applicants should be British Citizens aged 

35-90 who are qualified in systems analysis and. 
programming. At least eight years involvement 
in software design and development is essential, 
combined with a considerable working knowledge 
of ICL machines and setting up computer hardware 
installations. Any involvement in processing 
population census data especially in a developing 
















country would be advantageous. » ERE 
The appointment is on contract to ODA, on loan | | The , 


to the Government of Malawi, fora period of to. o. d c Fconomisti 
36 months. Salary (UK taxable) is in the range ae Pee Sod ew, eae te 

£18,550 to £24,600 pa depending on qualifications 
and experience and will include an element in 





PUBLICATIONS. 


e Z tax ee. pees Editorial Assistant 

£3,520 pa, is also payable. Eo f 

| The post i » deo 6; m by the que P : A : E a 2 OF 

Se onere MR IN: Economic and Political Analyses 


: include paid leave, free family passages, children's 
education allowances, free accommodation and | 
medical attention. 


For an application a een write, quoting 
| to: Ap p irttments fice Room 351, Overseas | 


LE We: require an editorial assistant for the senior economist E 
[| to help compile a new series. | of regional economic | 
L analyses. E 
| Applicants should Have À an economics. dente anda 
general world knowledge. They should be literate, . 
humerate, basin meticulous and imaginative pg 











VEM Avery. Hit College 
School of Business Administration 
RESEARCH ASSISTANT 

required to. work on the programme 
‘Exporting by small and medium sized | 
enterprises in south east England’ 
which. is an important part of the 
School's. work. Good honours degree 


in business or social sciences 
preferred. 

Salary scale: £7,170-£7,953 inclusive. 
Further particulars and application form 
from the Staffing Officer, Thames Poly- 
technic, Wellington Street, London 
SE18 6PF, to be returned by 6 January 
1987. 

Thames Polytechnic is an equal oppor- 
tunities employer. 














sity of St Andrews 
Applicafons are invited for the 

CHAIR OF | 
ECONOMICS 

whith. will fall vacant in October, 

1987. Salary within the profes- 

- Sorial range. 

- Applications in typescript with the 
names of three referees, should 
be sent by 31 January 1987 to the: 

Establishments Officer, 
The University, 
Gaile e Gate, 
rews, . 
rhe KY16 SAJ, 


from whom further particulars will 
be availabie shortly. 



















Harvard University € Graduate School 


of Business Administration 
positions oporna July 


unces faculty 
profossorghipe fpoesibly also pde 


CONTROL: financial and Mc dS 
information 


Systems; FINANCE: corpor 
ent of financial institutions, and/or 
IGEMENT: business oni MANAGERIAL PE IM AQUA nary 










of general fana gen 


1, 1987, for assistant 
ite level) in the following 





vids; MARI TING: e consumer da industrial and Nona] 
fatal T alate held. ORGANISATIONAL BEHAVIOUR/ 







Principal Research Fellow - 


tolead work on the impact of technological 


change on the firm and its international 
competitiveness, A background in 


industrial economics or technology policy 
and the ability to develop new lines of 


research arerequired. 


< Research Fellow 


towork with Dr Michael Cross on the 
effects of new technology on work 
organisation. A background in labour 
economics, sociology, or industrial 


engineering would be most appropriate. 


| Research Assistant 


to work initially with Mr John Quinn in 


. developing astructured approach to 
` estimating the chance of success in 
R&D projects, as part of a programme 


onthe management and financing of 


innovation. A background in manage- 


ment, technology, or 
al bow science would be 
gU appropriate. 









accounting and computer-based trains developi rs and government legal advisors 
ate financial management man in the ‘Rules of the he Game a = Gora Project 
mark Financing ando other de: : : 





har ) ;entrei is seeking to. srian its research teami inthe specific 
itintends to concentrate within its remit of studying “the choice, 
Xtability oftechnical change" and invites applications for the 


ofthe Group, in work on R&D assessment, 


(c THE TECHNICAL CHANGE CENTRE 


114 Cromwell Road, London SW7 AES 


THE INTERNATIONAL DEVELOPMENT | ] 


IDLI, a non-governmental organisation based in Rome, Italy, 





peer Freer and servions, m } poment of technology, 
. manufacturing strategy, labour relations, b transportation and logistics. 
Positions entail substantial case-method weching a at t graduate and 
xecutive programme levels. A S.S outstanding 
ds in DBA or PhD. programmes Sd M toria & ind interest 
to do research and to develop teaching inayat at the forefront of 
their fields. Salaries and fringe benefits are fully competitiva.. 
for entry-level assistant professors last year was $46,000 j. Candidates — 
. should submit a a lat ol Po vitae; hod ou moe of: under rgraduate : 









French L Language Seminar, June 7-20, 1 









































Principal Research Fellow 


to develop a programme in education and 
training for new technology occupations. 
Substantial experience in the relevant 
field is required for this post. 


Research Fellow 
to assist Mr Johnirvine, Director 












both ex post and foresight evaluations, for a 
range of government departments, research 
councils, and international ak ch genie A 
PhD in science or engineering with a 
prnscaman record would be preferred. 









Salaries offered are £17,000 plus for 
Principal Research Fellows, £12,000 plus 
for Research Fellows, and £9,000 mn for 
Research Assistants. Exceptional 
well-qualified candidates for Research Fellow 
vacancies will be considered for appointment 
at Principal Research Fellow level, 
Appointments can be on a secondment or 
permanent basis, and membership of USS 
jd bemaintained in TCC employment. 

besa should submit a CV, together 

th the names of tworeferees, to Or DW 
Budworth, Assistant Director, The Technical 
ghar Centre, 114 Cromwell Road, London 

ES preferably within two weeks ofthe 

apposrance of this advertisement. 

























LAW INSTITUTE 



















uage $ Seminar, “delay ista 7, 1987 - 





hd 


Fides ary 15-28, 1987. 
20, 198 










University 


of Bradford BINE LE 
: s se : IN ECONOMICS - 


ab eic steal 
p EZ tur oe of s wil be in the ara c : 


d d tme will be on the salary scale for lecturers cl s 
: Pon 700 a year plus £1,297 a year London 1 - 
T Allowance (under review). in assessing the starting - 
ay consideration wit be given to qualifications, age 
and experience. 


LECTU TURESHIP - 


z | E (aW INDUSTRIAL PROJECT - 
T The Bank Rak yat Indonesia a invites applications for the post of 1|.| M PLANNING. AND INDUSTRIAL 
Research and Planning Advisor. Appointment, to be financed * 7 POLICY 
. under a World Bank loan, would be for a two year period, ||. 
] beginning July, 1987, with possible extension for a third year: 


“ADVISOR 


Appio. aré invited. for a three-year 


I and financia 
.. preferred. 


-< The Advisor's principal task would be to improve the capacity of 
| | the BRI’s Planning and Research Department to design, execute 
: and analyse studies requested by BRI management. 


= - Applicants should have at least the equivalent. of Masters in 
.|]. Economics or other social science with a strong background in 
I. quantitative analytical techniques. 


a = Applicants should have work experience related to: (a) Survey 
| -analysis methodology; (b) Financial services market research; (c) 


| Economic im Made studies in: rural areas, and/or (d) Basic banking 
system analyses. Indonesian work experience is 


Candidates must be proficient in English and either proficient in 
Indonesian or willing to achieve working level proficiency in 
“Indonesian within six months. 


| Application letter, detailed curriculum vitae, and three references ^ 


should be submitted. by 30 January, 1987 to: 


Mr Sugianto, Director 

Bank Rakyat Indonesia 

Ji jend Sudirman Kav 42-43. 
e jakarta, Indonesia 


"INTERNATIONAL SERVICE FOR NATIONAL AGRICULTURAL RESEARCH 


.. 'ISNAR is a member of the Consultative Group on International Agricultural 


J| Research with a specific mandate to strengthen national agricultural research 


systems in developing countries. 
: Applications are invited for the following positions: 


[ RESEARCH OFFICER 
| ORGANISATION AND MANAGEMENT OF AGRICULTURAL RESEARCH 
The candidate must be able to analyse data and generate knowledge about 


|. the organisation and management of agricultural research. in developing 
“counties and participate in multidisciplinary teams in training activities and 


"advisory services. Doctorate in the social or management sciences; experi- 
ence with agricultural research in developing countries; and excellent 


d written English. Knowledge of French or Spanish is an asset. 


; : Level of appointmen commensurate with training and experience. 


| IN RESEARCH MANAGEMENT IN SOUTHER | 

-in association with the Director of SACCAR and ISNAR's Director General, 
“plan and cg-ordifiate a four-year regional training. project. in agricultural 
“research management. Tasks include assessment of training needs, prepara- 


tion of curricula and professional contribution to development: of training F 


- materials. 


- Advanced degree in agricultural economics, ines | 
« related fields, plus demonstrated experience and ability to anage c collabo- 
-— tation with Sub-Saharan African institutions required. | 
"Both positions are based in The Hague, The Netherlands 
Please send letter of application with a copy of curricul 
and addresses of three referees by 15 January 1987 to: 
DirectorGeneral — 
International Service for National Agric 
PO Box 93375 - 
"505 A Te Hn, Nett 


‘industrial planning and policy in devel- 


ene or 


itae and names [|]. 


Economics, Houghton Street, 
appointment. Candidates would be ex- fren a Gig cin br pine: 1A 
pected to have an interest in post- 
experience training, post-graduate 
teaching and research in the field of 


oping countries. A successful applicant 
would be expected to have a combina- 
tion of relevant overseas experience of 
planning in developing countries plus a 
record of academic research in this 
area. The disciplinary background re- 

quired is that of an applied economist. 
The post is full-time fora period of three 


Research Studentship 
in International Business 


B years. Salary on scale: £8,020-£15,700 


per annum. ‘Superannuable. Application 
forms and further particulars from the 
Deputy. Secretary (Ref: PPC/L/UP/E), 
807 10P. of Bradford, West Yorkshire 


P. An equal opportunity employer. 
f| Closing date 12 December 1986. 


Stenhou 
Street, Glasgow G4 AQ. 


CAREERS IN 
INTERNATIONAL DEVELOPMENT 


The -Inter-American Development Bank IDB), a public international. financia! 
Institution headquartered in Washington DC, is identifying candidates for future 
em men opportunities. The IDB, which is owned by 44 member countries 
p^ lud ng 15 European nations, is the leading source of public sector financing to 
"Latin America and the Caribbean, where it promotes economic and social 
develop ment through investment projects and technical co-operation rie all 
The IDB has a headquarters staff of over 1,500 and an additional 200 professionals. 


-ass igned to 24 field offices in its Latin American and Caribbean member countries. 


The Bank seeks candidates in the areas listed below, and will contact highly 
qualified applicants for interviews. 
ir Financial Analysts—to undertake financial and jest analysis of public 
and private entities which execute Bank-financed project 
X- Accountants/Auditors—to perform related functions at Bank headquarters and 
in field offices. 
* Project Economists—to undertake. benefit-cost analysis of Bank-financed 
projects in various sectors. 
* Country desk officers—to. co-ordinate. Bank operations in the developing 
member countries, including the preparation and subsequent administration o 
.. Bank-financed projects. 
wx Technical Co-operation Specialists—to co-ordinate the preparation and subse- 
“quent administration of technical co-operation programmes financed by the 
ani: positions located at headquarters and in field offices. _ 
ricultural Engineers— positions at headquarters to analyse technical feasibi'- 
ity of Bank-financed- pos in agricultural sector, and field. positions to 
.. . Supervise the execution o These projects. Livestock specialist also needed. 
General requirements include: . ds : 
*r Master's m or equivalent. academic are o 


east eight years. of extensive private or public sector. experience. in the? 
ies essions ‘mentioned Labo, a scu with t expsure to denis c coun- 


ank. offers. excellent. falari; pa opi pórtiniins- and attractive benefit: 
ge including relocation costs. if you would like to be considered for interviews . 
earn more about career opportunities with the IDB, and if you meet the . 
ualifications listed above, — senda detailed curriculum vitae and ‘cover letter, 


- Recruitment Secton EU 
1300 New York Avenue NW | 
‘Washington DC 20577 





Readers are recommended to take 
the appropriate professional advice 
before entering into any binding 
commitment. 


APPOINTMENTS 
University of London 


i HOUSE SWAP: Wash. DC. Pes LEON FELLOWSHIP. . 


twnhse, 3 bdrnvstudy (Capitol Hill) for 
like in London (W.End, Hampstd.) Avail 
Jan 87 ‘yr min; (202) 546-7179/PO 
Box 15549, Wash DC 20003. 


 Establied sine since Y 
24 Ay. Mon-Repos, CH-1005 Lausanne 


SWITZERLAND 
Sale to foreigners authorized . 
Buy your STUDIO, APARTMENT or CHALET on LAKE GENEVA, MONTREUX 
or in one of these prestigious summer and winter-ski resorts: CRANS-MONTANA, 
R, VILLARS, LES DIABLERETS, CHATEAU-D'OEX/GSTAAD & JURA 
from Sfr. 110°000.~ 60% credit at 61/96 interest for 5/20 years. 


52, rue de Montbrillant Tél, 41-22/34 1540 
REVAC S.A. CH-1202GENEVA ^ ^ Télex 22030 


"WHAT DOES THE NEXT - 
10 ie HOLD. FOR YOU? 


in Tasmania , grarid historic houses, rich farm estates, industrial land, commercial 
and residential investments are A Aia, X pinch ae tama 
the cost in Europe, the U.S.A, Asia, or anywhere. 


Ioui tet 


Tel: (21) 22 35 12. Telex: 25 185 melis ch. 


. Applications are invited for the. Leon 


Fellowship for postgraduate or ad- 
vanced research work in any subject 
but preferably in the fields of Econom- 


„ics or Education? The value of the 
Fellowship is related to that applicable 


to the basic maintenance grant for DES 
postgraduate awards... 


Candidates for the Fellowship need not 


appropriate application form and must 
be received on or before 1 Feb 
1987 by the Secretary of the Schol 
ships Committee, Room 21A, Sen 
House, London WOIE- ZHU, fr 
whom copies of the application forms 
Bs tbc D 


QUANTITATIVE - 
RESEARCH 


A leading Chicago investment firm | 
is looking for individuals with strong - 
technical and research experience. 
Advanced degree in financial 
economics, engineering, 

mathematics, geophysics, physics, - 

or equivalent experience, required. 
Good computer skills a necessity  . 
with Fortran required, C and UNIX a. 
big plus, for conducting state-of- the- dm 
art research on the behavior of | 

equity, bond, futures and options : 
markets. Salary commensurate with. 
background and experience. E 


| If you qualify and are interested in - E 
| an excellent growth opportunity, | P 
send resume to Box 68 


The Economist Newspaper Ltd 
| 10. Rockefell ler Plaza | 
New York, NY 1C 0020. USA | 





















he- 4. DON'T BUY an ai until you have : 
' | contacted us (specially USA/Canada). | 
. | Sage Tvi, 01-444. 8554/7202. "Telex | 
| 266045 










omes air Lg 













a neance Deot £33 A sal sonico 
- Double or Twin £40 plus vat ` Lp sem 

„Sumptuous buffet. breakfast | - 

-* Colour tv, radio *direct dial For 










HOTEL NUMBER EIGHT, 
s Gate, 
Kenai ; 


EXE. KNIGHTSBRIDGE 
GREEN HOTEL 


A small family owned and run hotel close to 
Harrods. Excellent accommodation—mainly 
in suites—from £48. per night plus. VAT. 
English or Continental breakfast to order. 



































E THE 
EXECUTIVE HOTEL 
































ce : (CADOGAN SQUARE) loin e Knightebridge, London 
| KNIGHTSBRIDGE 

: | "LONDON SW1X 0BD 

(| ^ Tel:01-581 2424 AMC-TRUST COMPANY 
` Telex: 9413498 EXECUT G AND SECHE ARIAL 

i 

i Locat in Londons most 

Je e residential aroo. JOINT ENTERPRISE 
; Only a short stroll away from Advisable for: 


— your domicile address in the Canton 










| Harrods, fashionable Knights- 
























vd e shops, and world fam- yen 
i; -— Accountancy 
OU Bee eran Place. — Foundations of corporations (ag) 
— Real estate agency 







All rooms with full private facili- 








e : ties. Colour TV. Direct dial Please ask for our detailed offer 
..] phone. Hairdryers. Coffee/Tea AMC-Steuerkanziei tund 
-į makers. Su tantia! buffet gemeinschaft P.O. Box 21 
_ | English breakfast. , 704 Diele Herne 
s 1: 0191 
Singles: £38 + Vat. Telefax: 01 9153147 





D . Twin/Doubles: £45 + Vat. Telex: 829 112 AMC CH. 













* deducted at source 
* A Limited liability 
Minimum investment 


: EO. 000i in sao WR 
Fully audited track 
cor d 


























Futures managed £5,000 or sterling. 
account pfogramme equa 





Phe send me datos on your Investment Programme 7 p | 


Post Code 


E Telephone 









1. Computer System Trading Company Ltd. 5-9 Hatton: Wall 
Seem T2: 01-405 8494 M Telex: 22553CSTC Fox 0 





| stay IG IN LONDON? - 


Take a luxury service - sulle in st ] 
James's from only £50 (+ VAT) per 
night, for 2. Every comfort. Private 
1 taepnone. Exceptional value, Ryder 
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i | | Necatibey Cad. No: 28 Kat: 1 | * 
|. Sihhiye-ANKARA-TURKEY 



























PROFESSION LLY prepared 
-cula vitae by Services, SAL 
i Road, Enfield, “Middx, UK. Tel: OF | 











bt Chambers, 3 Aaah Street, Duke $ CAPITAL CVs prepare high diay 
: curricula vitae. Tel: 01-607 7993 for 


geis, 


| PANAMANIAN CORPORATIONS pro- | ZURICH: : 

eI: vide: complete confidentiality and zero j ZURICH ZUI ! ZR ZURICH. 
tax liability. We offer company forma- | | YOUR OFFICE AWAY FROM HOME 

. | tion services on a fast, reliable and | |. € Office/Management Services 

:{ competitive basis. H. |. Darlington, | F 4 Company Formations 


4B How to do business Ivor 


| | pop 1327, Panama 9a, Panama. Tel |] : 
“rooms with private facilities ! ex: 3121 KENKA PG. Tel: 23-0834 or p FROM e 
ae (evenings 23-6779). Bahnhofstrasse d CH-8022 Zurich 





THE 
ECONOMIST 


For information about 
classified advertising 


LET US TRACE YOUR 









Windsor, } opportunities 
phone 0753 857181. contact 
Elizabeth Bisson 
The Economist Newspaper Ltd 


3 25 St James's Street a 

1 Self-contained studio flats. CH, HW, lifts, D don SWIA IHG : 

| 24-ht porterage. From £150 pw + room Telephone: 01-839 7000 

1 service £10. Discount for more than ,4 Telex: m ECONG 

weeks. Co let available for longer term. Mar 
^ Secretarial facilitie: Satel "Medlock 
EEN * The Economist Newspaper Ltd 

h Court, 10 Rockefeller Plaza 


New York, NY 10020 
Telephone: 212 541 8730 
Telex: dines 


Endsleig. Bloomsbury 

London WCl. Tel: 01-387 8022. 

New York Office (212) 496 5890. 
AMEX, Diners, Visa. 





TENDER 





FROM TURKISH ELECTRICITY AUTHORITY 
INVITATION FOR BIDS 


The Turkish Electricity Authority now invites sealed Bids from 
eligible Bidders for supply of 22 snow vehicles, which will be 
financed by the International Bank for Reconstruction and Devel- 


opment (IBRD). 
1. Interested eligible Bidders may obtain further information from 
‘and inspect the Bidding Documents at the office of: 
Turkiye Elektrik Kurumu Genel Müdürlüğü 
Makina Í kmal Dairesi Başkanliği 
-Bayindir Sok. No: 3 
Yenigehir/ANKARA/TURKEY 


2. A complete set of Bidding Documents may be purchased by 


. any interested Bidder on the submission of a written applica- 
tion to the above and upon payment of a non-refundable fee of 
.. US$100, or TL80,000. Those Bids submitted by Bidders who. 
. did not purchase these Bidding Documents shall be rejected. 


| 3. All bids must be accompanied by a security of 9% of Bid 


Amount and must be delivered wee above office on or before 
-144.00 hours on 18.12.1986. 








4: Bids will be opened in the presence of Bidders’ representatives 


|... whochoose to attend at 14. 30 hours on 18.12.1986 at the office. 


E Delays in mail will not be considered 5 
TEK is not binc ng fo the low No: 2886 | 















! X A squeeze on supplies ha 
d the price of lead above £35 
good 5 in London—the highest for. earl 
f ndicator of activity in the whole economy. -For | ars, and 5096 above last April t 1 
[production fell 296 in the year to the third | emand for lead, closely tied t 
j : car batteries, is not boom 19 
lal is in short supply because of ; 
e in Australia (the world's lea 
producer), and because some smeite 
. the United States have closed. The 
communist market will be short of aroun 
100,000tonnes ofleadthis year. Stocks on 
the London Metal Exchange have halved 
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PRICES AND WAGES Japanese consumer prices fell by 1.0% in the year, to — Aj. 69:2 706 +06 +72 
October. Italy's inflation fell to 4.796 in the year to November—the lowest for 15 years. . Niat 785 . 814 . + t3 +t 
In Belgium, wholesale prices rose in October for the first time in more than a year, but Mets —— 83. toT 130 — 
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FOCUS: INDUSTRIAL OUTPUT Since ^ Developing countries'share of world industrial output, % 
1970, manufacturing production has — 5 Ai eR. ME .. "Refined oi 
grown by an average of 5% a year in ` " | : ee CU - 
developing countries, compared with | | : | : 
average growth of 3% in the rich ones. ae ge 
Even so, a report by the United Na- — 197» 1 
tions industrial Development Organi- 
sation reckons that developing coun- 
tries will produce only 1295 of world uu 
manufacturing output next year, up 38 

from 9% in 1970. Developing coun- |% 
fries’ share of output ranges from only 

3% of professional and scientific — |'9 
equipment to 31% of tobacco prod- . 
ucts. The biggest increases in their. 
market share have been in oil refining 
(up from 16% to 27%), footwear (12%. 
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unng 5t Our ye J REST RATES Britain's broad measure of money, sterling M3, 
ee er dir etg A went up by a target-mocking 18.3% in the year to October. Short-term interest rates 
Ca, Das yie! E ?: | edged up in Britain and West Germany, but eased a little in France. 


during the past four years. Even the MONEY AND INTE 














ap SUA MEM Ke is ice Aunust 12 1982 gei Money supply (> interest rates % p.a. (Tuesday, except bonds which are previous Fridi) 
Sh change in a pig is — s" wo: Ms rise on yearago ." Money market Commercial banks Bond yields Eurocurrendy 
ps Narow . Broadt Overnight 3 months Prime Deposits Govt Corporate Deposits Bonds 
Mayen : E (M1) lending 3 months long-term 3 months 
Grange fe , |. Australia 72. +10.1(19) 1575 . 1585 A 18.50 15.70 13.86 — 1486 15.66 — 1400 
<< bd Belgum + 42 + 7.2 (6) $2580 740 975 700 884 939 7.75 na 
JAPAN Canada ^ 4 581 4 54(10) 838 830 975 830 ^— 919 1029 825 7.881. 
Holland. g France (B) 9:50 756 945 756 867 977 à —889 7805 
Sweden. —- J(0) 450 . 480 700 43; 625 3 $595 &—481  Á £67 
Belgium | * (B 588 570 7.00 5.70 630 666 5.61 6.53 
La caveat: : tay . 4105 4 84 (6) 1125 1163 3 1913 . na .— 1032 1 $.5 1100 na 
l Japan 2. 4,89 (9) 3.69 440 3.75 176  — 459 — 562 A 444 4.94 
Switzerland. --- | Span *181 2114 (9) 11.73 — 1150 1450 —7$50 1130 1332 1168 na 
United States: - " Sweden _ na +122 (9) 1000 985 1150 &— 903 à 1035 à 1! 2 . 963 na 
Britain. »—e Switzerland + 6.0 + 80 (8). 169 4.19 — 125 350 418 4.70 419 — 474 
"licanada---- e UK —1233 418300) 750 1144 1200 1131 1092 1061 114 1134 
; MOMS b e USA  . «142 + &B(10 . 625 5.63 7.50 5,60 7,40 8.05 6.13 7.27 
: ——" | Other key rates in London 3-mth Treasury Bills 10.7%, 7-day interbank 10.8%, clearing banks’ 7-day notice 4.4% 
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DE, EXCHANGE RATES AND RESERVES In the year to October, Japan's trade surplus grew to Y1 4.8 trillion ($86. 

compared with $82.7 billion in the year to September; its current-account surplus also went up, to $79.7 billion. Over th 
period, West Germany's current-account surplus was DM72.3 billion ($32.1 billion), and Australia's trade deficit was A$3. 
n ($2.6 billon). The American dollar edged lower against the yen and the D-mark, but was unchanged against sterling. 
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Suc ANIA HAS A UNIQUE TECHNOLOGICAL BREADTH IN AUTOMOTIVE 
AND AEROSPACE ENGINEERING. MANUFACTURE OF VEHICLES BEGAN, FOR US, IN 
THE 1890'5 AND PRODUCTION OF AIRCRAFT IN THE 1930'S. SAAB PASSENGER ( ARS, 
SCANIA TRUCKS AND BUSES, SAAB COMMER( IAL AND MILITARY AIRCRAFT, MISSILES 
AND SATELLITES HAVE EARNED A REPUTATION FOR TECHNICAL INNOVATION 
LONG TERM ECONOMIC GROWTH AND FINANCIAI STABILITY HAVE ENABLED US 
FO INVEST HEAVILY IN THE DEVELOPMENT OF NEW PRODUCTS AND TECHNO. 
| LOGIES. TODAY IN THE FIELD OF SPECIALIZED TRANSPORT TEC HNOLOGY THI 
SYMBOL OF SAAB-SCANIA IS THE SIGN OF TRADITION, TECHNICAL INNI VATION 








AND FINANCIAL STRENGTH. 





AAB-SCANIA AB, S-581 88, LINKÖPING. SWEDEN 





LEADERS IN SPECIAL IZED TRANSPORT TECHNOLOGY 





“Lingan’s ship roars out of Mingo. L From Flash Gordon Comic Strip, 1939. | 


Once, gearing a company for the 21st Cen- Aeroquip, Vickers and Sterling E ngineered Prod- 
tury would have counted as long-range planning. ucts —manufacture thousands of products other 

Butthe*next century is next door now. manufacturers need. Some $1.4 billion worth. — . 

And any company that wants a significant Equally to the point, in our businesses (powe 
place in the future has to consider whether its and motion control, and plastics) we're ngarket 
businesses, literally, have a future. leaders. 

At TRINOVA, we began thinking about the Well, as leaders, we've begun applying cer- 
future some time ago. And it's reflected in the tain principles that we're convinced will become 
corporation we've become, and the products more and more a part of manufacturing.» 
we make. Meaning what, exactly? 

You see, our operating companies— Absolute quality, for one. Customers always 





TNV) :1705 indian Wood Circle, Maumee, Ohio 43537 | 





© 1986 TRINOVA Corporation (Ticker symbol 





looked for quality. But nowadays, they insist on it. 


And there's the principle of cost effectiveness. 


Which involves not just making products that con- 
tribute to our bottom line, but to our customers’ 
bottom lige. 

Finally, the pursuit of technological excel- 
lence. A pursuit that goes beyond the factory floor, 
into every corner of our corporate life. 

If theSe principles made sense before, they'll 
be even more crucial in the future. 


Which is why we feel the urgency about mak- 
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ing them part of our thinking and our products. 
The Twenty-First Century is, after all, only 
14 years away. . 





TRINIOVA : 


INTO THE 21ST CENTURY. ` 


THE GLENFIDDICH*GUIDE TO THE SEVEN DEADLY SINS. 


| 


Er 


BR 


«THE ULTIMATE TEMP TA ) 


ift 6. AVARICE. & s, 





of 


